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September is a stimulating change-of-season, back-to-school time. Vaca- z 
tions for the most part have been completed and people everywhere are 
enjoying the beginning of fall, and making mental adjustments for the 
winter months that will soon be coming. 

The activities of NMA Management Clubs, in a similar fashion, increase 
in tempo. Essential to an effective club are the planning and effort that go 
into management development programs. A club that offers many oppor- 
tunities in this area, tailored to the needs of its membership, is fulfilling its 
primary obligation and reason for existence. In the past few years NMA 
clubs have been taking greater advantage of the many new programs avail- 
able from the Association. Issues in Modern Management, Delegation Be 
Hanged, and Selling America, for example, have been incorporated in club 
programs much more quickly and by more clubs than were programs intro- 
duced five years ago. But these programs which represent a great improve- 
ment over previous ones are not as widely utilized as they should be. Too ' 
many clubs are not taking advantage of an important service that 1s right- 
fully theirs. Members not familiar with the packaged programs for NMA 
clubs developed by the Association, should contact their officers or program 
chairmen who are acquainted with the NMA Program Source book which 
lists completely all programs. Members can aid and stimulate club leaders by 


discussing management development ideas generally. 
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OUR COVER 


Too often suyervisors who are expected to perform important functions of labor 


relations do not understand clearly the company’s labor contract. 


In addition 


there is confusion as to meaning which is harmful to uniformity of action. The 
Timken Company has solved these problems by holding special contract study 
sessions for all supervisors. See pages 4, 5, and 6. 
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Keeping foremen abreast of their labor relations duties 





pays dividends to the nation’s leading tapered roller 


bearing manufacturer. 


Here is a study of how one 


company systematically explains its labor contract to 
supervisors. 


HOLMAW 


A training course for fore- 


men and_ supervisors titled 
HOLMAW (How Our La- 
bor Management Agreement 


Works) was put into effect by 
The Timken Roller Bearing 
Company in 1955. The program 
provides a uniform method of 
presentation of the Company- 
Union agreement to manage- 
ment personnel within the 
bargaining unit plants (plants 
under union contract) of the 
Company. The Company be- 
lieves that as a result there is 
greater uniformity of applica- 
tion and greater understanding 
of the Company-Union agree- 
ment. 

In addition to achieving uni- 
formity of application, the pro- 
gram also gave supervisory 
management personnel the in- 
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formation necessary to help 
them carry out their duties in 
labor relations. These duties 
include grievance procedures, 
negotiations, and _ associated 
meetings which involve union 
representation with various lev- 
els of management. Consider- 
able improvement in employee 
relations has resulted. 

A third benefit derived from 
HOLMAW was the assistance 
given foremen in acquiring a 
manager’s perspective, and to 
see their responsibilities as man- 
agers of their departments. 
This enabled them to recognize 
the role they play as part of 
management. 

The initial HOLMAW pro- 
gram, presented in early 1955, 
was made up by a group of five 
men: two from Labor Relations, 
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two from Industrial Education, 
and one from Industrial Engi- 
neering. The preparation in- 
cluded such things as designing 
charts, writing scripts, and hold- 
ing rehearsal periods for in- 
structors. The HOLMAW 
program was a joint and coop- 
erative effort of the Industrial 
Education and Labor Relations 
departments. 

The first year HOLMAW was 
presented, the complete course 
was taught by the five men who 
developed it. The course was 
comprised of eight 11-hour ses- 
sions with approximately 20 
participants in each. The ses- 
sions were presented around the 
clock on all shifts. In each ses- 
sion there were resource men 
who were experts in their lines 
of work. These men were rep- 
resentatives from various divi- 
sions affected by terms of the 
agreement, such as Payroll, In- 
surance, Personnel Depart- 
ments. It was their duty to clar- 
ify policy and procedures of 
their respective departments, 
especially those affected by the 
agreement. 

All articles of the basic labor 
agreement were covered, and 
explanations of Supplemental 
Unemployment Benefits, pen- 
sions and insurance plans were 
also included. Emphasis was 
placed on those articles that 
were of most importance to 
foremen and supervisors. 
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The labor agreement was de- 
scribed from a procedural 
standpoint. Instructors clarified 
the legal language by use of 
visual aids. Their job was to 
present the material in an ef- 
fective way, not to interpret it. 
Their purpose was to give each 
supervisor a good working 
knowledge of the agreement so 
that he would be better quali- 
fied to handle labor relations 
problems with employees under 
his supervision. 

Prior to the presentation of 
this course, a short multiple 
choice type questionnaire was 
given to the participants in each 
of the sessions to determine the 
level of understanding of the 
Company-Union agreement. It 
was found that the average su- 
pervisor understood only about 
68 per cent of the contract and 
its provisions. Upon completion 
of the course, post-tests indi- 
cated the average supervisor’s 
understanding had increased to 
89 per cent. 

Actually, two separate courses 
were presented in 1955—the 
complete course and a short 
course. All supervisors of op- 
erating departments, as well as 
middle management personnel 
of plants covered by the agree- 
ment, attended the complete 
course. Included also were peo- 
ple from Personnel, Industrial 
Engineering, Suggestion, Indus- 
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trial Education, and like depart- 
ments. The course in short form 
was presented to top manage- 
ment and to selected personnel 
from such departments as Ac- 
counting, Cost, Sales, Alloca- 
tions, Engineering, and Adver- 
tising. 

After the first program was 
completed, instruction through 
1958 was confined to a review 
of changes resulting from the 
negotiations of 1956 and 1958 
agreements. This year (1960), 
however, after signing a new 
agreement in February, it was 
decided to repeat the complete 
course, abbreviating some areas 
to avoid needless repetition. 
This reduced the number of ses- 
sions from eight to four. Antic- 
ipating the same increase 
in understanding experienced 
during the first sessions, the 
testing was eliminated. The 
method of presentation was 
modified to increase interest. 

Flannel board — presentations 
and a limited number of flip 
charts were utilized in the first 
course. The present course con- 
tinues the use of flannel boards 
in several key sections, supple- 
menting them with a few wall 
charts and a number of 2”x2” 
colored slides. This provided a 
change of pace which proved to 
be quite effective. 

The course this year was man- 
datory for the people who were 
scheduled in the long course 
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originally. The short version 
was given to top management 
and to the same staff depart- 
ment representatives who at- 
tended the short course original- 
ly. This time, however, it was 
offered on a voluntary attend- 
ance basis. 

This course becomes a part of 
our continuing education pro- 
gram for new foremen and 
trainees. It is presented as 
needed, which is determined by 
the number of new foremen up- 
graded over a period of time. 
HOLMAW is also given to 
management trainees who nor- 
mally attend training sessions 
under the direction of the In- 
dustrial Education Department. 

Today, the Company has four 
basic agreements: Supplemen- 
tal Unemployment Benefits 
(SUB), Insurance, Pension, and 
the Basic Labor Agreement. 
The complexity of the program 
is increasing, but the HOLMAW 
course will follow every new 
agreement between the Com- 
pany and the Union. Changes 
in the agreement will be ex- 
plained and given to all fore- 
men and middle management 
personnel on all shifts in all 
plants where the Company has 
a bargaining agreement. 

First and second line super- 
visors are now better equipped 
to distinguish between em- 
ployee actions or grievances that 
are covered by the contract. 
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“rend of the Economy 


The Protit Incentive—SO0S 


by Nate White 
Business and Financial Editor 
of The Christian Science Monitor 


The profit motive needs sup- 
port. 

It also needs a high-ranking 
government task force working 
on its behalf. 

Quite subtly within the last 
four or five years, movements 
have taken place in the econ- 
omy of the United States which 
tend to undermine the very sys- 
tem on which the free-market 
system is based: the profit in- 
centive. 

This also is true in Great Brit- 
ain. It is beginning to happen 
in West Germany, Japan, Italy, 
and France. 

In the past four years the 
profit margin on every dollar of 
sales of manufacturing corpora- 
tions in the United States has 
been reduced to less than five 
cents. The return on net worth 
—that is, the investment of 
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equity capital in production— 
is about 10.3 per cent. 

In stressing the declining 
profit problem—popularly re- 
ferred to as “the profit squeeze” 
—the First National City Bank 
of New York in its December 
letter quotes Samuel Gompers, 
the founder-president of the 
American Federation of Labor, 
that “the worst crime against 
working people is a company 
which fails to make a profit.” 
And the bank wryly comments, 
“There is no such thing as ‘prof- 
itless prosperity.’ ” 

This is the focal issue in un- 
employment today. This is the 
focal issue in how to meet in- 
creasing competition in world 
markets. This is the focal issue 
in how to meet world commit- 
ments to newly developing na- 
tions. This is the focal issue in 
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the problem of the gold outflow 
—the deficit in the balance of 
payments. 

The profit system has under- 
gone a systematic, organized at- 
tack ever since the end of World 
War II. It is under serious at- 
tack today. 

Unless this attack is recog- 
nized at the proper level—in the 
White House, the Treasury, the 
Federal Reserve System, the 
Congress, and among labor-un- 
ion leadership, as well as among 
industrial leaders—the United 
States could find that it is no 
longer successfully demonstrat- 
ing the practicality of the free- 
market system. 

It will have been defeated at 
the very base of the system 
which it proclaims to the world. 

Make no mistake about this 
point: the freedom of true de- 
mocracy which the United 
States holds up to the world as 
the bright promise of mankind 
is based upon the right of indi- 
viduals and businesses to engage 
in the activity they wish to en- 
gage in, to make a living at it— 
which means an honest, progres- 
sive return—and to use the fruit 
of that labor, the profit or sur- 
plus, as wisdom or pleasure dic- 
tates. 

Vast distortions exist within 
the United States economic sys- 
tem, and it is time they were 
pinpointed and corrected. 


A presidential commission, as 
dignified and serious as the spe- 
cial Kennedy commission under 
Senator Paul A. Douglas, (D) of 
Illinois, which has just reported 
on depressed areas and is the 
subject of Senate Bill No. 1, is 
required to look into what can 
be done about restoring the 
profit system to its proper place 
in a free democracy. 

This is a task well worth the 
talents of the Kennedy econo- 
mists, Prof. Paul A. Samuelson, 
professor of economics at Mas- 
sachusetts Institute of Technol- 
ogy, who has just reported on 
the jobless question, and the 
new Presidential Council of 
Economic Advisers, under the 
chairmanship of Dr. Walter Hel- 
ler, and including as new Ken- 
nedy appointees Dr. James E. 
Tobin of Yale, and Dr. Kermit 
Gordon of Williams. 

No more distinguished group 
of economists exists as a group 
anywhere. These men, Profes- 
sors Samuelson, Heller, Tobin, 
and Gordon, are at the top of the 
list of American economic tal- 
ent. It is a truly remarkable 
team. They can surely organize 
the kind of task force needed to 
correct the distortions in the tax 
system, and make the point 
clear through thorough analysis, 
reporting and action, that the 
profit squeeze has gone far 
enough. 

Swollen profits, exorbitant 
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earnings, disgusting waste and 
extravagance in some areas of 
private enterprise, while other 
industries starve, indicate some- 
thing drastically awry in the 
system. Profits which are 
squeezed dry by costs and taxa- 
tion must somehow be rescued. 
A balance is needed. Perhaps a 
graduated corporate income tax 
is the answer. Certainly funda- 
mental tax reform is needed. 
Perhaps more profit sharing by 
labor is the answer. Perhaps 


better management and better 
products are the answer. Per- 
haps the country needs to study 
how to compete. 

Whatever the answer, the 
profits now need help. If they 
can be helped, jobs can be 
opened up, and the basic jobless 
problem will vanish into thin 
air. The job before us requires 
talent. The President-elect has 
provided the talent. Observers 
hope it will go to work on this 
fundamental problem. 


Reprinted with permission from The Christian Science Monitor 





The only power corporations have, whether they be large or. 
small, is the right to stand in the market place and cry their 


wares. 


If the customers find those wares good, they will buy 


and the corporation will prosper. If they do not, the proprietor 
will soon be sitting on the curbstone, whether we are talking 
about a large manufacturer or a roadside market. 
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—CRAWFORD GREENWALT 
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It’s small wonder that functional authority is little 


understood even in management circles . . 


. writers of 


management literature have refused to recognize the 
concept. Managers will find this article enlightening 
as to its meaning and use. 


Should 


FUNCTIONAL 
AUTHORITY 


Exist? 


by Robert G. Wall 


The term functional author- 
ity, although not particularly 
new, seems to be little under- 
stood. College graduates fresh 
from some of our nations lead- 
ing schools of business are 
sometimes hard put to define it, 
to say nothing of those man- 
agers who ‘have been away 
from the class room for 10, 20, 
or 30 years. Even those of the 
latter group who wisely spend 


some of their time reading cur- 
rent management literature 
may never have encountered a 
very thorough coverage of the 
concept. The reason for this is 
that many of the present 
authors in the field of manage- 
ment have refused to recognize 
such a thing as functional au- 
thority. Others who do recog- 
nize it devote little space to it 
because they feel it should not 


MANAGE 


exist. It should not exist be- 
cause of its somewhat disturb- 
ing effect on other management 
concepts. This article will at- 
tempt to explain the meaning 
of and the reasons for func- 
tional authority. 

To begin with a point with 
which few will disagree, line 
authority is the right to com- 
mand the performance or non- 
performance of some action. 
Staff authority, on the other 
hand, is a complete absence of 
line or command authority. The 
staff man, in his traditional 
position, has possessed only the 
“authority of ideas” and the 
“authority to recommend.” The 
idea that there are but two 
basic types of authority is so 
ingrained in management 
thinking that anything not con- 
sistent with it is thought to be 
the work of some “cloud nine” 
theorizer, or of someone who 
obviously doesn’t know what 
goes on in the management 
world. Fortunately, this think- 
ing is being changed, although 
not without some effort. 

Koontz and O’Donnell, in 
their Principles of Manage- 
ment, define functional author- 
ity as “the power of one man- 
ager over specified processes, 
practices, policies, or other 
matters relating to the imple- 
mentation of activities under- 
taken by personnel in other 
departments.” This definition 
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is probably as good as any to 
be found. Functional authority, 
then, is command authority 
that has been given to someone 
other than an individual’s im- 
mediate line supervisor. As 
command authority, it is in 
reality a piece of line authority. 
It is line authority over some 
particular function. Thus the 
term functional authority. No- 
tice that Koontz and O’Don- 
nell’s definition makes no men- 
tion of whether the “one man- 
ager” is a line or a staff person. 
This is because he can be either. 
Those that recognize the ex- 
istence of this type of author- 
ity readily admit that although 
it is more often found to exist 
in a staff position, a line manag- 
er frequently possesses func- 
tional authority over a process, 
practice, or policy in another 
line. 

Those familiar with the man- 
agement principle of “unity of 
command,” or a man should 
have one boss and only one, 
have probably already recog- 
nized the fact that functional 
authority is not in strict accord 
with it. The argument for unity 
of command is a good one. As 
Allen, in his Management and 
Organization, puts it: “If the 
manager concerned is to be 
held accountable for profit and 
loss, he cannot be made to as- 
sume accountability unless he 
has command of all the ele- 
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ments that go to make it up.” 
The advocates of functional 
authority say that it is neces- 
sary in order to effectively uti- 
lize specialists in an organiza- 
tion. Specialization, they say, 
has reached a point in organi- 
zation where to withhold all 
command authority from the 
specialist only serves to hinder 
the operation of the organiza- 
tion. Both arguments are rea- 
sonable. 

Both sides will probably con- 
tinue for some time to debate 
the pros and cons of whether 
functional authority should 
exist. This article does not wish 
to join either side. It is taking 
no position on the question, 
“Should functional authority 
exist?” What it is saying is that 
it does exist. Even those oppos- 
ing its right to exist admit that 
it does. It exists in just about 
any business possessing a line- 
staff type of organization. As 
Allen, an opponent of func- 
tional authority, relates, “the 
industrial engineer has author- 
ity over production foremen in 
cost reduction; the safety engi- 
neer can issue independent in- 
structions for correction of 
unsafe operating conditions; 
the personnel manager hires 
and places employees in those 
jobs where he thinks they best 
fit.” Many other instances could 
be given, but these illustrate 
the point. One may say, “Yes, 
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this may be, but these men are 
in theory going through the 
line manager of the individual 
on the receiving end of the 
command.” This is nonsense. 
The authority relationship is 
in fact a direct relationship. 
The right to command in each 
case has been delegated from 
top management and is just as 
real as the right to command 
that it delegates to any line 
manager. 

Before leaving the “what” of 
functional authority, one fur- 
ther point needs clarification. 
This relates to functional or- 
ganization. Functional author- 
ity and functional organization 
are not synonymous. The two 
can and usually are found side 
by side, but either one can exist 
independently of the other. The 
illustration on the following 
page points out the difference. 

Even though the major func- 
tions of an organization may 
be divided and each headed up 
by a manager, if instructions 
must flow up and then down 
the lines, as in Figure I, there 
is no functional authority rela- 
tionship. Only when A can go 
directly to B, as in Figure II, 
and command an action, does 
functional authority exist. 

The reasons behind the birth 
of functional authority, or the 
“why” of it, go back quite a 
number of years. Koontz and 
O’Donnell offer a fairly good 
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Functional Organization 
without Functional Authority 


thumb-nail sketch of its evo- 
lution in their Principles of 
Management. In the simplest 
form of organization the presi- 
dent possesses all authority. He 
and he alone has the right to 
decide what is good or bad for 
the organization, and only he 
can command its members to 
perform or refrain from per- 
forming certain tasks. As the 
organization grows, the ability 
of one man to effectively con- 
trol all of its operations nat- 
urally decreases. A need arises 
for specialists who can devote 
all of their time to a particular 
area and can keep the president 
informed. This staff group is at 
first permitted only to advise 
and recommend. As time goes 
on and as the staff men become 
more competent, the president 
allows them to act as inter- 
mediaries between himself and 
the line managers. But still the 
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Functional Organization 
with Functional Authority 


specialists have absolutely no 
command authority. 

The next step, as Koontz and 
O’Donnell put it, is to “allow 
the specialists not only to trans- 
mit information and advice to 
the line managers, but to con- 
sult with them and show them 
how the information should be 
used or how the recommenda- 
tions should be put into effect.” 
They go on to say that “the 
final transition to functional 
authority is accomplished when 
the assistant is delegated spe- 
cific authority to prescribe proc- 
esses, methods, or even policy 
to be followed in all subdivi- 
sions of either staff or operat- 
ing departments.” 

Experience, as Pfiffner 
brought out in his Administra- 
tive Organization, did not agree 
with the old theory that the 
position of the staff specialist 
should be that of advisor and 
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no more. The reason for the dis- 
agreement, Pfiffner believes, is 
that staff work is essentially an 
intellectual process having the 
purpose of supplying the or- 
ganization with planning and 
organizing support. He draws 
the conclusion that anyone 
with such capabilities and with 
such easy access to top manage- 
ment would have real power, 
power to command. 

It is hoped that the concept 
of functional authority and its 
origin have been clarified by the 
above. But, one may ask, why 
should the manager be con- 
cerned with this seemingly 
academic differentiation? Out- 
side of the belief that managers 
should recognize what is going 
on around them, and the impli- 
cation is not that they all do 
not, there is the need for an 
adequate vocabulary to de- 
scribe something that many 
today are attempting to de- 
scribe. This something is au- 
thority relationships. With the 
current recognition of the need 
for planned organizational 


growth, an organization plan- 
ning function has been added 
to many companies. One of the 
tasks of such a function is to 
describe authority  relation- 
ships. Those still using only line 
and staff relationships find 
themselves at a loss when they 
attempt to accurately describe 
a functional authority relation- 
ship. Proper communication, a 
subject receiving much atten- 
tion these days, is obviously 
hindered. The salary adminis- 
trators who are _ progressive 
enough to attempt the evalua- 
tion of executive positions ex- 
perience the same difficulty in 
the preparation of their posi- 
tion descriptions. 

One doesn’t have to become 
enmeshed in the functional au- 
thority—unity of command 
controversy, or play the role of 
the organizational theorist, to 
adopt the usage of a term for 
describing a phenomenon that 
exists in their organization. All 
one has to do is inform others 
of its meaning and use it. 





Bumper to Bumper 


The automobile market is still expanding despite all talk of 
saturation. Growth factors include the increasing number of 
families, the trend toward two and three car ownership and the 
industry’s ability to create new types of specialty cars. Domestic 
passenger car production is expected to reach nine million units 
by 1975 compared to 6.7 million units in 1960. 
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Consequential Loss: 





Business Villain 


by Harold Edwin Garrett 


Experience in reviewing the 
insurance programs of both 
large and small companies 
clearly shows that many firms 
are seriously exposed to unin- 
sured consequential loss. 

It is generally recognized 
that insurable losses take sev- 
eral forms. While most com- 
panies recognize the need to 
guard against the more serious 
direct losses, they are apt to 
overlook or seriously under- 
estimate their exposure to 
“consequential” losses. Yet con- 
sequential losses can literally 


Mr. Garrett is a consultant in the 
insurance services management con- 
sulting division of Ebasco Services, 
Inc., of New York City. 
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put a company out of business. 

What is a consequential loss? 
In insurance terms it is a finan- 
cial loss suffered by a business 
because of its inability to func- 
tion after a fire or some other 
disaster. It is not the physical 
damage, but is a result—a con- 
sequence—of the physical dam- 
age. 

Obviously, if physical assets 
are damaged or lost, and nor- 
mal business operations are in- 
terrupted, financial loss results. 
In many cases it spells the ruin 
of a business because of sharply 
reduced earnings or loss of a 
market. This, despite full insur- 
ance coverage on the physical 
assets. Consequential loss in- 
surance has long been available 
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with most of the direct damage 
insurance lines. 

The use made of such cover- 
age has largely been in connec- 
tion with fire insurance and to 
a lesser extent in the boiler 
explosion segment. Yet even in 
these fields the consequential 
loss potential has been recog- 
nized by only a fraction of in- 
dustry. Coverage purchases 
here have largely been reim- 
bursement for normal profits 
lost on the basis of average 
sales and continuing expenses 
while operations are inter- 
rupted. 

The recouping of lost profits 
and expenses will not always 
accomplish full reimbursement 
for the consequential loss, Loss 
of market and additional ex- 
penses in resuming operations 
must also be considered in ar- 
ranging this segment of an in- 
surance program. 

The nature and extent of ex- 
posure will vary from industry 
to industry. Firms in the same 
field will also differ, depending 
upon operational techniques, 
location and other factors. Of 
necessity, the consequential 
loss potential must be evalu- 
ated on an individual basis. 
While it would be virtually im- 
possible to discuss all losses 
and coverages, the following 
examples illustrate the general 
nature and importance of this 
field of insurance protection. 
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Business Interruption 


Business interruption insur- 
ance protects a business against 
immediate stoppage of earnings 
as a result of a physical damage 
occurrence. 

Earnings consist of the differ- 
ence between income and the 
cost of materials and merchan- 
dise plus other direct sales and 
manufacturing expense. Fixed 
expenses covered include ex- 
ecutive salaries, taxes and 
other fixed items which con- 
tinue during a business inter- 
ruption. The fixed expenses 
which continue in the event of 
loss, and the firm’s customary 
profit are the two basic insur- 
able elements with which busi- 
ness interruption deals. 

Two basic methods are used 
in writing business interrup- 
tion insurance. One is known 
as the “actual loss sustained” 
form under which losses are 
adjusted on the basis of the 
calculated actual loss. This con- 
sists of continuing expenses 
and loss of profits sustained 
during the interruption. Under 
this form, the loss is deter- 
mined by the production sched- 
uled for the period of shutdown 
and represents the amount of 
profit and continuing expenses 
which the business did not earn 
as a result of the interruption. 
In arranging coverage on this 
basis, seasonal and other vari- 
able factors are also taken into 
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consideration. The buyer must 
be careful to evaluate accurate- 
ly the importance and extent 
of all items, if the expense of 
over-insurance or the danger 
of under-insurance are to be 
avoided. 

Some insurance buyers be- 
lieve the “Actual Loss Sus- 
tained” form is unduly compli- 
cated. As an alternative, some 
segments of the insurance mar- 
ket provide a Valued form to 


estimated. Thus, insurance cov- 
erage can be economically ar- 
ranged by applying different 
amounts of coverage to differ- 
ent objects. 


Extra Expense 


In producing goods or supply- 
ing services to a local clientele, 
some concerns directly com- 
pete with other local firms. In 
such a case it behooves a com- 
pany to keep operations going 


Uninsured consequential loss is no respecter of busi- 
nesses—large or small. Interruption of normal business 
operations because of fire or other disaster can ruin a 
company. The best safeguard is consequential loss insur- 
ance, this well-known insurance consultant points out. 


overcome this objection. Under 
a “valued” form, a stated 
amount of daily or weekly in- 
demnity is set which becomes 
the basis of settlement. This 
form is particularly useful 
where there is little seasonal 
fluctuation in production. 
Under either of these forms 
the loss of production time 
must be estimated. Since it is 
impossible to predetermine the 
place of origin of fire or the 
resultant damage, the business 
interruption coverage must be 
arranged for a maximum loss 
amount. In other fields such as 
boiler and machinery, loss and 
extent of probable loss can be 
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to prevent a permanent loss of 
market. Business interruption 
insurance is not suitable for 
such a situation. The major loss 
consideration here is the extra 
expense incurred to continue 
production or service. 

Even where this localized 
market situation does not exist, 
many concerns find it desirable 
to employ the facilities of other 
firms to avoid an interruption 
of service. This, of course, is an 
extra expense. 

Extra expense insurance re- 
imburses a firm for the extra 
costs involved in keeping a 
business operative because of a 
business interruption. 
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The amount of such insur- 
ance should cover estimated 
costs for using other property 
or facilities, plus other emer- 
gency expenses. Included in 
these expenses would be a 
higher rental paid for alternate 
premises, equipment or ma- 
chinery, while the business was 
not functioning normally. This 
insurance coverage, of course, 
must be predicated on each in- 
dividual case. No standard 
amount of insurance can be set. 

Extra expense insurance, by 
its very nature, is flexible and 
can be tailor-made to suit the 
needs of the individual con- 
cern. Usually a schedule of 
monthly limits of liability is 
made part of the policy. Maxi- 
mum limit of insurance recov- 
ery for the first month of 
emergency operation generally 
runs about 40 per cent. And a 
limit of 80 per cent is common 
for the first two months of the 
usual minimum three-month 
period. 

Extra expense insurance usu- 
ally is available only in the 
form of specific insurance. That 
is, a stated amount of insurance 
must apply to each separate 
location. The insurance is on an 
“actual loss sustained” basis 
and recovery is limited to the 
extra expenses incurred over 
and above the total normal ex- 
penses. As a rule, one restric- 
tion prevails. The insured must 
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make every effort to rebuild or 
repair the damaged property. 
If not done within a prescribed 
time, coverage ceases. 


Leasehold Interest 


Leasehold interest insurance 
protects a lessee against con- 
sequential loss caused by can- 
cellation of the lease due to 
physical damage of the leased 
premises. When a_ valuable 
lease is lost, it usually necessi- 
tates the payment of increased 
rental for similar facilities else- 
where. 

In the event the lessor exer- 
cises the option of canceling 
the lease because of physical 
damage to the premises, the in- 
surance pays the gross lease- 
hold interest for the first three 
months, plus the net leasehold 
interest for the remaining 
months of the unexpired lease. 

Net leasehold interest is a 
sum which, placed at 4 per cent 
interest compounded annually, 
will be equivalent to the obli- 
gation of the lessee for each 
month of the unexpired lease. 
Most forms provide for the 
amount of insurance to be au- 
tomatically reduced from 
month to month, based on the 
unexpired time in the lease. 

If the lease is not canceled, 
the insurance is extended to 
cover the gross leasehold inter- 
est from the date of the damage 
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until the premises can be occu- 
pied again. 

Leasehold interest insurance 
does not replace other conse- 
quential loss coverages. As it 
affects profit or income, it often 
overlaps business interruption 
or extra expense insurance. 
Duplication of premium costs, 
it might be noted, will result 
if the program is not properly 
arranged. 


Coverage Problems 

Determining the extent of 
possible loss, the insurance re- 
quired and the adjustment of 
losses present a variety of prob- 
lems. And because an aura of 
mystery has sprung up about 
consequential loss. coverages, 
they have received scant atten- 
tion from insurance buyers and 
sellers alike. 

Are these insurance types 
more complicated? Of course. 
Any coverages which encom- 
pass intangibles like profits and 
continuing expenses are more 
difficult to calculate. However, 
these complications can largely 
be overcome through careful 
planning and analysis. 

The approach to this problem 
in the business interruption and 
extra expense categories in- 
volves essentially: 

Determination of production 
loss or the expected degree of 
curtailment of operations from 
various types of interruptions. 
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Estimates generally come 
within the province of the en- 
gineering and production staffs. 
The purchasing department, 
with its knowledge of costs and 
alternative sources of supply, 
can also assist in computing 
estimates. 

In considering this item the 
inter-dependency of plants 
must be fully explored. If the 
plant is fully dependent for its 
new or semi-finished goods on 
the production of some other 
plant, an interruption at the 
supplying plant will most like- 
ly result in a stoppage at the 
receiving plant. To cover this 
contingency, blanket coverage 
should be purchased for owned 
plants and contingent inter- 
ruption insurance for the plants 
of others. 

Determination of the degree 
to which the business inter- 
ruption and the extra expense 
of continuing operations can 
economically and practicably 
be reduced. 

This involves consideration 
of stockpiling of essential ma- 
terials or finished product at a 
place away from the producing 
property. The extent to which 
production procedures can be 
altered or rearranged or other 
portions of the plant stepped up 
to offset loss of production must 
also be considered. The pro- 
curement of standby equip- 
ment to replace a damaged unit 
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such as an essential motor is 
still another factor. 

Accounting analysis on the 
basis of results cited in the two 
foregoing examples. 

This is important both from 
the standpoint of determining 
which types of interruption to 
insure and which can be safely 
self-assumed. Accounting anal- 
ysis also determines the 
amount of insurance needed. 
The accounting items used for 
these purposes also become im- 
portant considerations in loss 
adjustment. 

Arrangement of insurance 
protection against the contem- 
plated business interruption ex- 
posure. 

This, of course, involves uti- 
lization of the results of the 
three preceding items, plus risk 
evaluation in terms of coverage 
available in various insurance 
markets. In addition, special 
coverage arrangements must be 
set up to meet exposures pe- 
culiar to the individual opera- 
tion. 

Tailoring this type of cover- 
age to a particular situation and 
arranging proper coverage at a 
minimum cost involve special- 
ized attention to the following: 
The application of co-insurance 
clauses; arrangement of limits 
for various individual opera- 
tional units; determination of 
the economic feasibility of vari- 
ous deductibles; and mainte- 
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nance of stand-by units. The 
value of blanket amounts ver- 
sus specific amounts of insur- 
ance must also be weighed. 

Proper integration of these 
important factors serves to in- 
crease the limits of protection 
for either a full or partial busi- 
ness interruption. 

Virtually all businesses are 
faced with potential losses in 
the business interruption cate- 
gory. Many more face conse- 
quential loss in the extra ex- 
pense category. The need for 
leasehold interest coverage is 
more limited. Yet the loss of a 
valuable lease often poses a 
problem of serious financial 
loss to those concerns which 
lease manufacturing or office 
space. 

There is little mystery to 
these consequential coverages 
despite the fact that they deal 
with estimates which hinge on 
ever-changing economic condi- 
tions. Their identification and 
evaluation, as well as the ar- 
rangement of the desired insur- 
ance coverage, however, re- 
quire specialized study and 
professional attention. This in- 
volves maximum utilization of 
safety and production engineer- 
ing and accounting. Specialized 
skills and insurance program 
arrangement are also essential 
to insure against loss potential 
and to obtain maximum cover- 
age for each premium dollar. 
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l The American male is not only de- 
a clining but being dominated by the 
h American female. 


- How 

: to 
Baby 
a Papa 


r- by Betty French 
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This is really a confession, by 
a writer and (mainly) a wife. 
Last year I sold an article en- 
titled “How to Baby Mama!” 
Ever since then my conscience 
has been hurting. 

I’ve been going around find- 
ing baskets of undarned socks, 
and unused recipes for my hus- 
band’s favorite dishes, and re- 
membering the night I woke 
him to go hunt for our lost cat, 
and trying not to read all those 
articles about the decline of the 
American male... 

Because I have a gnawing 
feeling that it is really Papa 
who needs babying. 

A chance remark by one of 
my friends indicated that I’m 
probably not the only guilty 
one, either. “My husband is like 
a fourth child to me,” she was 
saying. “I have to pamper him 
all the time, and give him at- 
tention, whether I’m busy with 
one of the children or the Cub 
Scouts or doing my telephone 
committee job—or no matter 
what!” 

After thinking over this com- 
plaint and its implications, I fi- 
nally forced myself to read some 
of those studies of the state-of- 
the-American-male, in the mag- 
azines and newspapers which 
I’d saved. 

I found that, nationally, and 
in the opinion of some of our 
most astute observers, said 
American male is not only de- 
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clining but being dominated by 
the American female. People 
like Arthur Schlesinger, Jr., of 
Harvard, no less, declared that 
his (the American male’s) mas- 
culinity is diminishing, due to 
his lack of confidence in himself 
and his place in the world. Then 


some of those chilling medical 
statistics about how he is dying 
younger than the American 
woman. And last, but not least, 
I came upon one of those analy- 
ses of the Am. Female (there 
are actually more of these than 
of the Am. Male) which charged 





R= 
Eskimo women still, | believe, chew their husbands’ boots for them. 


a business analyst, who had 
been scrutinizing the Am. Male 
inside the Organization, re- 
ported that he is getting less sat- 
isfaction from his work and be- 
ing made (by automation) to 
feel subordinate to and inferior 
to machines. 

Next, climactically, 
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I read 


that since we have been freed 
(?) from domestic drudgery by 
our automatic appliances, we’ve 
been rushing around madly Ful- 
filling Ourselves—only we have 
to Find Ourselves first, and 
haven’t. 

The combined impact of all 
this was the shattering conclu- 
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We expect them to be diaper-chang- 
ers, baby sitters. 


siqn that the American male 
badly needs help, concern, con- 
sideration and tender, loving 
care—call it babying. And 
where he needs it from is from 
the Am. Woman, who has, ex- 
cusably or not, been falling 
down on the job. 

Of course she—we—have not 
neglected our husbands con- 
sciously. We love our men just 
as much as any race of women, 
anywhere, any time. In fact, 
most of our non-stop hectic ex- 
tracurricular activities have to 
do with helping to establish our 
men’s place in the community, 
or trying to make life better for 
their children, or helping them 
advance in their careers, or 
making ourselves beautiful or 
accomplished for them, or help- 
ing to ease their financial bur- 
den. 

However, let’s admit, all these 
activities and their ultimate 
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goals are pretty intangible and 
indefinable. Our men can’t see 
that we’re doing it all for them. 
Meanwhile, they no longer have 
the old, concrete tokens, fruits 
of the labor of love, to show 
they are the center of our uni- 
verse. The pioneer man, on the 
other hand, had proof of his 
wife’s love and concern close to 
him all the time. Didn’t she 
weave his linsey-woolsey under- 
wear, and sew him right into it? 

Eskimo women still, I believe, 
chew their husbands’ boots for 
them—a better demonstration 
of true love than which is hard 
to imagine. And in the Manus 
tribe of Samoa, the king has a 
retinue of female servants, but 
custom requires his wife, only, 
to cut his hair, an “act of serv- 
ice” symbolizing either love or 
closeness, or maybe subservi- 
ence. 

Of course, our society is too 
sophisticated for such practices, 
mere symbols, nowadays. Or is 
it? We wives still accept sym- 
bols of being loved (let’s hope 
not of subservience), such as 
fur stoles and jewelry and cor- 
sages. Even the number of elec- 
tric appliances we have is a 
symbol, not only of status but 
of how much we are loved. We 
also cling to rituals like being 
helped into cars and having hats 
tipped to us—all superficial and 
meaningless relics of the age of 
chivalry, but we—and our soci- 
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ety—still demand them. 

We also still demand a lot in 
the way of “acts of service” (al- 
most as bad as some primitive 
tribes which require would-be 
husbands to earn their wives by 
working for their prospective 
mothers-in-law!) We expect 
our husbands, in addition to 
earning the money, to perform 
the minor home maintenance 
and remodeling and redecorat- 
ing chores. We expect them to 
do the yard work and lawn 
mowing, and then to don aprons 
and take care of the outdoor 
cooking when we entertain at 
barbecues. Moreover, we ex- 
pect them to assume much of 
the responsibility of rearing the 
children, not only in areas of 
counsel, companionship and pa- 
ternal authority, but as baby- 
sitters, diaper-changers, lunch- 
getters, bath-givers. 

(I remember another article, 
by Margaret Mead, which de- 
cried the domestication of the 
young American husband, and 
said we are reducing his contri- 
bution to the world as a whole 
by making him contribute too 
much at home. Could it be that 
we wives soon will be accused 
of causing not only the decline 
of the American male but also 
the decline of the Western 
World? Eek!) 

Anyway, the truth is that we 
do perform fewer and fewer of 
these “acts of service” nowa- 
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days. Lots of us no longer iron 
shirts. Those of us who press 
our husbands’ suits are in the 
minority. We hardly ever get 
around to sewing on buttons, 
certainly not as soon as hus- 
bands think we should. (How- 
ever, this is no new, significant 
development, but was a problem 
to Father Day of Life with Fa- 
ther back in Victorian times. By 
the way, that other Victorian 
staple, the kitchen garden with 
vegetables grown by Mother’s 
own loving hands, is decidedly 
extinct.) Also, we hardly ever 
cook our husbands’ favorite 
dishes, because too many of the 
children can’t stand them. 

To put it bluntly, the decline 


A good wife allows a mosquito to go 
ahead and bite her when her husband 
is reading to her. 





of the American male may very 
well be traced to the decline of 
the home-baked pie, the wife- 
darned sock, and the home-made 
mustard pickle (your Papa’s fa- 
vorite.) 

This seems like a rather frivo- 
lous, possibly trivial thesis, but 
not when you restate it in 
deeper terms. Love must be 
practiced on practical as well as 
emotional levels, else it will 
wither and weaken. To be 
strong, it should be disciplined, 
says Erich Fromm, the noted 
psychiatrist-writer, in his The 
Art of Loving. Such discipline, 
he warns, requires care and 
concern and responsibility to- 
wards the loved one. And love 
is primarily giving, not receiv- 
ing. Which, in more flippant 
language, is babying Papa. 

Such an interpretation is a 
far cry from the attitude (my 
friend’s and frankly, often mine, 
too) that a husband who keeps 
wanting our attention is like a 
“fourth child.” 

Attention is one of the most 
important things we can give to 
a husband, especially one who 
may be feeling insecure, or sti- 
fled by the Organization, or 
threatened by a machine. 

I recently heard a speech pro- 
fessor urge an assembly of 
mothers to listen to their chil- 
dren; cautioning that shushing 
and never really listening can 
lead to stuttering and crippled 
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personalities and other prob- 
lems. Surely it is equally im- 
portant to listen to a husband! 
To listen wholeheartedly—in 
order to share his experiences, 
to offer comfort and encourage- 
ment, to discover what is im- 
portant to him and what he 
really wants and needs from us. 

(This matter of non-listening 
is another perpetual problem in 
marriage, of course. James 
Thurber dealt with it in his 
“Rules for a Happy Marriage.” 
He said wives should listen 
when their husbands read aloud 
to them, not file their finger- 
nails or clap at a mosquito. In 
fact, Thurber said a good wife 
allows a mosquito to go ahead 
and bite her when her husband 
is reading to her.) 

Giving time is just as neces- 
sary as giving attention. In fact, 
since time is one of the things 
we have least of, in our busy, 
busy lives, it is one of the great- 
est gifts we can make to a loved 
one. It is really giving our- 
selves. 

It is making way for Papa. 
Clearing the decks—of duties, 
cares and committee phone calls 
—when it’s time for him to 
come home. A couple I know 
shoo out the children and spend 
a quiet Parents’ Hour (or more 
likely, quarter-hour) for con- 
versation when Father gets 
home. This should be standard 
American practice. 
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Many companies have benefited from employees’ ideas. 
Encourage all suggestions—radical or even nonsensical 
—they could solve a knotty problem or save money. 


DON’T 


HOG-TIE IMAGINATION 


by Clarence G. Scholtz 


Most of the large corporations 
have a regular suggestion sys- 
tem program and _ procedure 
whereby any employee regard- 
less of the type of work involved 
or whatever department he is in, 
can make suggestions about 
practically anything that will 
have a bearing on efficiency, re- 
duction of expense, better work- 
ing conditions, more production, 
etc. Some companies have had 
good response, with numerous 
suggestions being made in the 
proper form, and a good per- 
centage being acceptable to the 
organization and a suitable re- 
ward paid the employee with 
the idea. However, there are 
other organizations which also 
have suggestion systems, but 
where the number of sugges- 
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tions is very few and most of 
them after careful consideration 
by a properly qualified commit- 
tee, have to be rejected. 

Why is it that some organiza- 
tions have successful suggestion 
systems and are able to save 
thousands of dollars in the 
course of time while the others 
are lucky to get any acceptable 
idea worth bragging about? 

One might guess the success- 
ful organization has more intel- 
ligent employees, whereas the 
one not so successful has only 
mediocre ones. However, stud- 
ies of such examples have 
proved that not to be the case. 
It isn’t the intelligence of the 
individuals, it’s the attitude of 
the supervisor or department 
head or management or all of 
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them put together. If every 
time a suggestion is made that 
individual’s supervisor belittles 
the idea; if every time an em- 
ployee makes a suggestion he 
finds some executive is all upset 
because the suggestion would 
change one of his pet theories or 
plans which he developed many 
years ago and which by this 
time undoubtedly needs renova- 
tion; if an employee has an idea 
but only can go so far with it 
because that is all he knows 
about the organization and he 
finds he gets the cold shoulder 
if he goes to some other depart- 
ment head or even to his own 
department head to secure the 
missing information, he is going 
to throw up his hands and say, 
“What’s the use?” if that hap- 
pens once or twice. 

Some companies try to over- 
come this problem by having a 
committee formed which would 
listen to the ideas independently 
of the person’s supervisor or de- 
partment head, but even in some 
of those instances the supervisor 
or department head who even- 
tually must be brought into the 
picture if it affects that unit 
turns cold toward that employ- 
ee, it will only take a few of 
these instances before the word 
gets around that it’s much 
smarter just to keep quiet and 
not attempt to be brilliant than 
it is to attempt to get some of 
the individual’s ideas which, 
SEPTEMBER 1961 


naturally, they think are pretty 
good, before the proper authori- 
ties. 

With present conditions show- 
ing a definite trend toward less 
and less profit regardless of vol- 
ume of business indicating that 
a sizeable squeeze is being or 
will be soon felt by most busi- 
ness organizations, it is impera- 
tive to eliminate any of the 
above situations if they should 
occur. Such a situation opens a 
vast field for suggestion and 
where is the executive who 
wouldn’t give his right arm to 
have some employee come up 
with an idea that would save his 
company thousands of dollars 
and maybe even in the millions 
if the idea was sensational? 
What executive could afford to 
ignore a suggestion that would 
increase efficiency in the force? 
What executive, struggling with 
the many problems which this 





27 








fast age and constantly chang- 
ing business situations present, 
would be anything but pleased 
to have someone come up with 
an idea which would solve a few 
of the problems that he has on 
his desk. Unfortunately, in 
most instances, he is not in a 
position to sit down and talk 
these things over with each em- 
ployee. He has to depend upon 
something like a suggestion sys- 
tem to get the assistance of 
those ideas up to him. It seems 
to be a human tendency to resist 
change. Most individuals are 
quite content to go on, day after 
day, in the same routine or rut, 
if that’s the proper word, and as 
long as their job is not in jeo- 
pardy, they are quite content to 
let someone else do the think- 
ing. However, suggestion sys- 
tems that have the whole- 
hearted support of top manage- 
ment, middle management and 
lower management, usually 
create enough energy to get 
these employees out of their 
lethargy and vying with each 
other to make a suggestion that 
not only will bring financial re- 
ward but spot-light them in the 
view of the chief executives. 
One of the amazing factors in 
human psychology is that every 
time a man puts a few ideas 
across he finds 10 men who 
thought of them before he did 
but only thought of them. It’s 
not the thought that does the 
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trick, it’s what is done with the 
thought and putting action into 
thought is just as much manage- 
ment interest as it is the em- 
ployee’s. It shouldn’t be over- 
looked that in a great many or- 
ganizations, the standard theory 
among employees is the one 
usually found in the army—and 
that is, just don’t volunteer. 

The only one who can break 
this fallacy is management. 
Employees should be encour- 
aged to make suggestions re- 
gardless of whether they are 
radical or even in rare instances, 
nonsensical for naturally every 
one is not going to be acceptable 
nor the solution to all problems 
but if enough suggestions are 
made, the law of averages, if 
nothing else, might bring up one 
that’s worth considerable 
amount and never should the 
executive or the suggestion com- 
mittee return a suggestion in a 
manner as indicated in the fol- 
lowing story. There was an edi- 
tor who received a lengthy 
verse inscribed on perfumed pa- 
per and, relates Indiana Tele- 
phone News, tied with pink rib- 
bon. The contributor had titled 
her masterpiece “I Wonder Will 
He Miss Me?” The editor, noted 
for his caustic wit read the 
poem, frowned and returned 
the material with the note— 

“Dear Madam: If he does, he 
should never again be trusted 
with firearms.” 
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MANAGEABILITY 


and 
CRISIS 





HAROLD F. SMIDDY 


by Harold F. Smiddy, 
Vice President 
Management Consultation Services, 
General Electric Company 


“Crisis” and “accelerating 
change” seem to be part of our 
everyday vocabulary. Probably 
never before in history have na- 
tional and international events 
had such wide scope in their im- 
pact, such significance to so 
many individuals who make up 
the public, and such complexity 
of values and relationships. 

In the past, people have re- 
garded crises as rare and iso- 
lated events that called for 
strong leadership and the ther- 
apy of drastic action, with al- 
most a reckless disregard of the 
consequences for _ individual 
freedom and the strength of our 
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free institutions. Such a view is 
totally inadequate to deal with 
the present environment in 
which actual or potential crises 
recur with relentless regularity. 

These crises cannot, of course, 
be completely reduced by man- 
agers in business, but the people 
of the United States have the 
right to expect initiative from 
leaders throughout our society. 
The particular contribution that 
managers can make toward 
business leadership in this en- 
vironment is to be found in the 
concept that crises are merely 
situations in need of being made 
manageable—preferably before 
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they occur. Indeed, potential 
crises are routine factors in 
business life, and the work of 
managers can be thought of as 
achieving manageability in 
those areas for which they have 
responsibility. 

If today’s managers accept the 
challenge of the current era, 
their successors will find in- 
creasing responsibilities—a nd 
also more effective methods of 
dealing with them. However, if 
the challenge is not accepted, 
the positions now supposedly 
occupied by managers may be 
filled by mere administrators 
who execute the plans and pro- 
grams of a central planning au- 
thority. 

Not only would managers 
benefit directly from forth- 
rightly accepting the challenge, 
but other leaders in our society 
would benefit from the example 
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of manageability that they set. 
It is little exaggeration to say, 
in paraphrase of Pitt, that man- 
agers could “save themselves by 
their exertions, and their coun- 
try by their example.” 


Challenges of the Cold War 

The continuing menace of the 
Communist Russian Govern- 
ment is one international situa- 
tion of overriding importance 
that many people persist in mis- 
takenly considering as a jumble 
of unrelated crises. The very 
use of the term “cold war,” even 
though we are not engaged in 
armed conflict, encourages peo- 
ple to think in terms of crisis 
and drastic action, accurate 
though it is in emphasizing that 
normal peacetime economic con- 
ditions simply do not prevail. 
Because of the tremendous 
over-all implications of this sit- 
uation, there are outstanding 
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challenges in it for managers in 
business. 

Resolution of today’s cold war 
is, of course, not a direct respon- 
sibility of managers in business. 
They do, however, have a deep 
responsibility to support their 
government to the utmost! 
Since 1947 this support has had 
to be the almost unquestioning 
type given to leadership in a 
period of international crisis, 
and this continues. But we must 
recognize that the cold war may 
eventually be reduced or re- 
solved, as a warlike crisis. 

As businessmen we have to 
realize that while communism’s 
basic goal—namely, world dom- 
ination—should not be expected 
to be changed, yet its approaches 
to that goal may change sub- 
stantially, and include increas- 
ing Soviet emphasis on non-mil- 
itary exploitation and adven- 
tures. Our job as business plan- 
ners is to anticipate—rather 
than get caught short by—these 
changes which seem to have 
less “warlike” characteristics, 
though with the same purpose 
of attaining world domination 
as the basic goal. 

Therefore, although economic 
and ideological rivalry between 
this country and Russia will 
continue, we must plan on the 
eventuality that the cold war— 
as a warlike crisis—can some- 
day be resolved, and that such 
resolution may be very much in 
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the minds of Soviet planners 
who may feel that they can win 
without military conflict. 

From a businesslike viewpoint 
the challenge and opportunity 
to managers consists of two 
phases: 


e The current phase of war- 
like crisis, which should be con- 
sidered as something added to 
our normal economic operations 
and expectancies. 


e@ The second phase, when sig- 
nificant reduction in tensions 
has been achieved, which should 
be considered as one in which 
the civilian base of the economy 
will rather rapidly have added 
to it many of the resources com- 
mitted to defense—but with un- 
derlying warlike and non-eco- 
nomic motivations still to be 
countered and overcome as a 
national necessity. 

The needs of the first phase 
concern a crisis that has already 
occurred. It is none too soon for 
managers to look for, and to 
plan or take all possible advance 
steps for, managing the second 
phase. 


In some respects, courses of 
action will be similar to post 
World War II approaches. 
There is an important differ- 
ence, of course. In the later 
1940s there were both pent-up 
demand and buying power for 
consumer goods; and the na- 
tion’s resources could be de- 
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ployed to meet this economic 
situation. No such obvious de- 
ployment is immediately ap- 
parent for the conclusion of cold 
war military tensions. 

Perhaps one answer may be to 
divert to civilian use the tech- 
nology which has been devel- 
oped for armaments systems. 
There are many such opportuni- 
ties. Just a few include: 


e@ Use of new materials de- 
veloped to meet military weight 
or heat problems. 


e Use of the manufacturing 
processes that have had almost 
experimental application in the 
production of miniaturized, very 
close tolerance, or high cost 
parts. 


@®Use of information-han- 
dling equipment, which has 
been developed for such defense 
needs as “early warning sys- 
tems,” directly in automated 
processes. 


As another aspect of this sec- 
ond phase of the cold war crisis, 
we should expect an intensifi- 
cation of Soviet “economic” 
competition. Certainly future 
managers will be aware that one 
sort of economic thrust or an- 
other on the part of the Russian 
economic bloc will be one of the 
new risks and uncertainties of 
private enterprise no less than 
of Free World state depart- 
ments. Managers will need to 
know enough about the relevant 
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parts of this antagonistic eco- 
nomic bloc so that their busi- 
ness strategy will adequately 
take care of this new hazard. 


The “Stuff of Life” 


Perhaps the most important 
impact of the cold war on busi- 
ness relates to economic change 
and growth. The United States 
has become the symbol, every- 
where, of the advances in mate- 
rial well-being which can be ob- 
tained by competitive economic 
growth in a climate of freedom. 
Even the Russians have turned 
to America for the understand- 
ing of techniques for economic 
growth. However, this sort of 
dependency on the part of a na- 
tion which aspires to total so- 
cial leadership has made it dou- 
bly necessary for the Soviets to 
claim that such techniques then 
work better and faster in their 
system. 

To most Americans economic 
growth is just part of living— 
part of the natural inclination 
and ability of human nature to 
surmount the obstacles pre- 
sented by physical nature. Ma- 
terial progress and growth have, 
for them, been mostly matters 
of doing that which seemed to 
have little need for the niceties 
of theory. Growth happened, 
and of itself created a general 
expectation that it would con- 
tinue to happen. It was not a 
conscious “objective” of life; it 
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was part of the “stuff of life.” 

From this it follows that 
American businessmen have had 
no special aspirations for politi- 
cal leadership among nations. 
For typical businessmen, com- 
petitive urges have been mostly 
soaked up in the economy, and 
political activity has been 
peripheral to life, a somewhat 
exciting diversion from the dai- 
ly task of living. To many 
Americans, a most frustrating 
aspect of the scene that is now 
emerging is that political activ- 
ities can no longer be made 
peripheral to economic activi- 
ties. It is now increasingly ap- 
parent that the two are, in fact 
always have been, intricately 
interwoven. 

Russia’s cold adherence to 
its materialistic philosophy has 
been significantly and urgently 
responsible for shaking any 
tendency to complacency in 
America. Russian leaders have 
w Orld leadership aspirations; 
and they have consequently im- 
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pressed on America a sharper 
recognition of the necessity for 
taking a leadership role. Rus- 
sian purposefulness is impres- 
sing on working Americans the 
need to understand more deeply 
the nature of the sources of 
their well-being; and more late- 
ly, affairs in Red China provoke 
similar thoughts. 

This Russian purposefulness, 
essentially by concentrating on 
limited objectives, modified the 
pattern of events which charac- 
terized the first 40 years of 
the Twentieth Century. The 
Russians, so far in fact, have 
been unwilling to provoke a 
world war in which either 
American atomic might or 
American economic might could 
be fully effective. Instead, they 
seem to have used the constant 
threat of war to prevent the 
United States from concentrat- 
ing adequately on either war or 
economic effort, or both in prop- 
er mix. They have also maneu- 
vered so that many victims (or 
potential victims) of aggression 
no longer automatically turn to 
American help, on American 
terms, in spite of the United 
States record of constructive co- 
operation and_ unselfishness 
with no historical parallel. 

A further factor to alter pre- 
vious concepts about the Amer- 
ican economy is that both Rus- 
sians and Americans have 
found that defensive political 
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and military alliances have de- 
veloped economic blocs which 
cross national political bound- 
aries. It is especially signifi- 
cant that Soviet leaders are pub- 
licly telling each other that they 
have achieved a sufficient inte- 
gration of national economies so 
that a fairly self-sufficient eco- 
nomic bloc has been formed. 
This claim indicates a situation 
which is considered of.high val- 
ue by the Russians. They will 
be less and less willing to risk 


Russian viewpoints about life— 
and the worth of the individual 
—both renew our perception of 
the values we prize most highly, 
and also cause us to strengthen 
and cherish these values. The 
implication of this for the future 
of managing is that it will in- 
creasingly become work requir- 
ing specialized competence and 
continued dedication to high 
ethical values in its perform- 
ance. 


Fortunately, our expanding 


Business planners “must recognize that the Cold War 
may eventually be resolved, as a warlike crisis." Also: 
“crises are merely situations in need of being made 


manageable—preferably before they occur.” 


having it destroyed by warfare 
or otherwise. On the other 
hand, the need for maintaining 
balance in the economy by off- 
setting shortages and surpluses 
which occur despite “expert 
planning” will dictate the tim- 
ing for uneconomic forays into 
the world, which will have 
Marxian explanation as “eco- 
nomic warfare.” It is vital—in 
establishing continued Free 
World leadership—not to be 
misled or detoured by such ef- 
forts. 


The Future of Managing 


The sharp differences be- 
tween the American and the 
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knowledge and its concomitant 
specialization of work are stead- 
ily supplying added means 
whereby managers can cope 
with the new requirements in 
their special area of work. This 
is not always clearly under- 
stood, and some of the public 
commentators have viewed in- 
creasing complexities in work 
and the relationships of workers 
as themselves a sort of “crisis” 
that can only be handled by in- 
creasingly strong central au- 
thority. Obviously, this would 
negate the very outcomes which 
we seek in the cold war; and it 
would be doubly deplorable 
since modern research and new 


MANAGE 





















kinds of information make such 
a result unnecessary. 

Among the first fruits of our 
modern civilization was the 
technology for harnessing the 
forces of nature to multiply the 
physical energy applied to work. 
Now, similar scientific methods 
of inquiry can also be applied to 
dealing with business “informa- 
tion”—both as to its acquisition 
and as to its structuring in in- 
creasingly orderly, comprehen- 
sible, and usable patterns, suit- 
able to keep new complexities 
manageable. 

The specialized knowledge 
and competence of electronics 
have made possible the modern 
computer and its related acces- 
sories and systems. These can 
rapidly perform appropriate se- 
lections and transformations to 
make desired information avail- 
able and useful to the human 
mind: to those responsible for 
the respective individual parts 
of the total work systems in- 
volved. 

Information as to common in- 
terests and common purposes 
can increasingly be _ shared 
among the individuals in a busi- 
ness organization who are work- 
ing with different specialized 
competences and at widely dis- 
persed locations—yet with pro- 
gressively greater potential for 
joint understanding and volun- 
tary cooperation than was gen- 
eral among old-time industrial 
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workers at adjacent bench loca- 
tions. 

The effective application of 
such information technology is 
well past the stage of mere con- 
ception, and in itself represents 
one highly constructive oppor- 
tunity for application of knowl- 
edge generated as a by-product 
of part of the highly costly cold 
war defense efforts. Vital and 
practical demonstrations of it 
have already been achieved in 
industry; yet use of this tech- 
nology is still literally in its in- 
fancy. It is an.industry with a 
potential for a whole new re- 
birth of competitive industries, 
with a_ resultant wholesome 
source of primary growth for 
the entire United States econo- 
my. 

Managers in business hence 
have the opportunity of under- 
standing and incorporating this 
burgeoning new information- 
handling technology into the 
work of the organizations which 
they manage. The decision to do 
so, and the speed and skill with 
which the decision is imple- 
mented, will increasingly influ- 
ence the degree to which USS. 
business will continue to gain 
and hold leadership in its field 
of international business. 

It is significant for both man- 
agers and the public that this 
new business which is now ger- 
minating has the _ potential, 
among other important gains, 
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for making more manageable 
the underemployment “crisis” 
that is frequently associated 
with reduction of cold war ten- 
sions and the extreme needs for 
armament. Further, such new 
business will contribute to re- 
ducing the threats that have 
been visualized in foreign com- 
petition and in “technological 
unemployment.” It has the po- 
tential, first, to improve and ex- 
tend competitiveness in Ameri- 
can business by mettiods appro- 
priate to the U.S. culture and, 
second, to create new products 
for export. 


Manageability Approach 


In attempting to anticipate 
the future we too often merely 
project the past. The trouble is 
that change is happening in so 
many directions simultaneously 
that such projections probably 
represent the one sure way not 
to be accurate about what is 
ahead of us. 

The real need is to anticipate 
change causatively, to do this 
voluntarily, and to learn better 
to see the modern institutions 
in our economy as dynamic and 
growing entities in a future en- 
vironment where change is an- 
ticipated, is shaped, and is de- 
veloped by conscious research, 
and by teaching of the new 
knowledge it makes available, 
with its results then applied in 
daily managerial and non-man- 
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agerial efforts and decisions. 

Rigorous observation does in- 
deed indicate that today’s events 
are a partial causative factor in 
determining tomorrow’s situa- 
tions, but there is still the eter- 
nal verity that human events 
consist of more than a mere in- 
teraction of blind forces. The 
human mind has the gift of 
creative imagination as well as 
of will and judgment. The mind 
can imagine a situation which 
has not yet occurred, and posses- 
ses the faith and courage to 
help bring it about. Thinking 
backwards from such imagined 
situations, individuals can fre- 
quently conceive a series of 
events by which the present sit- 
uation might, and can, be con- 
verted into the desired future 
situation. In this process the 
conscious purpose of a human 
being has become an additional 
causative factor in the events 
that unfold. 

Managers can thus do more 
than “plan” for a future. They 
can follow courses of action, 
each of which makes a change in 
the current environment accord- 
ing to the conceived series of 
events. When people act in this 
manner, there can be a different 
way of understanding the time 
relationships of “cause and ef- 
fect.” To some extent at least, 
the human mind can help to de- 
termine the events preceding 
the unfolding future, as the im- 
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agined situation is made the 
“cause” of the actions that ul- 
timately “effect” it. 

There are, of course, limita- 
tions in this process. One obvi- 
ously is the element of human 
fallibility—fallibility in scope of 
imagination and, no less, in res- 
olution in intended action. An- 
other limitation occurs when— 
as is mostly the case in the mod- 
ern industrial and government- 
al complex—concerted action is 
required of many people 
through getting them to act vol- 
untarily with common purpose. 
In such cases, imaginative lead- 
ership is clearly required. 

Some of this leadership comes 
from the people with the most 
advanced specialized compe- 
tence needed to realize the most 
feasible means of achievement. 
But in view of our constantly 
expanding knowledge, there is 
also needed a specialized com- 
petence in Leadership itself. 
This is a competence in under- 
standing the purposes of the 
concerted action, and in under- 
standing the ways in which peo- 
ple recognize, and work toward, 
their common interests. The 
work involved in using this 
competence is indeed the true 
work of Managing. 

A conscious and consistent 


long-range view—ability of 
managers to think of “change,” 
as such, as being normal, accel- 
erating, and _ constructive— 
should lead, in turn, to develop- 
ment of an increasingly compe- 
tent approach to operational 
planning. And this planning be- 
comes a method of work which 
allows every individual in the 
operating organization to partic- 
ipate in shaping a future, rather 
than merely adapting to it. 

I submit that the challenge to 
managers is the eternal opportu- 
nity to lead their associates by 
serving them with mutual re- 
spect and dignity; with the indi- 
vidual human being still the 
essential well-spring of progress 
and growth; equipped with 
even better tools and “hard- 
ware,” but using them for per- 
sonal creativity and contribu- 
tion, not programmed or domi- 
nated by them. The opportunity 
is here now for managerial lead- 
ers to show the world what can 
be done with a purposeful vision 
of a desired future. 

Such managerial leadership 
would indeed help to make 
Managing both a distinct and a 
professional kind of work, 
summed up essentially in the 
accompanying chart. 


This article is adapted from a longer paper, “The Future of Managing 
and Organizing for Managers in Business,’ by Mr. Smiddy and E. D. 
Kemble, Manager, Management Research Service, General Electric 
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MANAGING AS A DISTINCT AND 
PROFESSIONAL KIND OF WORK 


Leading through inspiration and by the persuasion of fact and 
logic rather than by command. 
e Blending thought and action in decision making, through 
e Planning, Organizing, Integrating and Measuring as the ele- 
ments of the dynamic Work of a Professional Manager 
e In the balanced and effective use of all human and material 
resources of the particular component or of the whole enter- 
prise being managed 
Contributing understanding, and balanced application, of the 
skills and knowledge required to manage the work involved in par- 
ticular events, activities or operations 
e With best pace, synchronized flow, timing and turnover 
e To secure balanced results through specific work of individuals 
in differing groupings of positions requiring specialized com- 
petence 
Recognizing that the work is performed by those other individu- 
als who themselves, like the manager, are also 
® Acting with initiative, self-development, self-discipline and 
competence, as to 
© Both their personal work and their voluntary teamwork, and 
two-way communication, and 
® Seeing the individual job and its relationships to the whole 
component and the enterprise imaginatively and 
e In true perspective, consistent with the current and potential 
economic, social and political “climate” (or environment) of 
the 
e Component or enterprise being managed 
And, Doing All This 
e To accomplish desired performance and results 
Namely 
e To achieve successfully, economically, profitably and on time, 
challenging and difficult-to-attain objectives of the component 
and of the enterprise as a whole, in the balanced best interests 
of customers, share owners, employees, suppliers and the in- 
terested or affected public. 
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White-Collar Union — 
THREAT or DUD? 


by Eugene A. Hoffman 


Is the white-collar organiza- 
tion wolf at the door, or has the 
labor movement fallen on its 
collective face in white-collar 
organization? 

The labor movement in the 
United States has not been sig- 
nificantly successful yet in or- 
ganizing white-collar employees 
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and there are no specific indi- 
cations that a tremendously suc- 
cessful organizational campaign 
among the white-collar groups 
is in the immediate offing. 
Nevertheless, an objective look 
at the record will indicate that 
white-collar employees are be- 
ing organized—not in large 
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groups, it’s true, but on a per- 
sistent and continuing basis. 
And there always remains the 
possibility of a significant 
breakthrough with a surge to- 
ward organization by white-col- 
lar groups. 

The white-collar work force 
is generally considered to in- 
clude four major occupational 
groups: 

e@ professional and technical, 

about 74% million 

@ managerial and administra- 

tive, about seven million 

e clerical, about 10 million 

@ sales, about 4% million 

In addition, there are about 
six million engaged in some 
kind of service work who are, 
for the most part, outside the 
present union-organized ranks, 
for a total of about 30 million in 
the white-collar force. 

This figure alone, which is 
nearly double the total number 
in the present organized groups, 
would be disturbing to labor 
leaders, but it is the trend and 
change in size of the white-col- 
lar group which is even more 
significant. Between 1947 and 
1957 the American work force 
shifted from predominantly 
blue-collar to predominantly 
white-collar. Between 1950 and 


Mr. Hoffman is labor relations man- 
ager at Minneapolis-Honeywell Regu- 
lator Company, Minneapolis, Minn. 
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1960 total non-agricultural em- 
ployment rose 17 per cent; 
white-collar employment rose 
27 per cent, the fastest growing 
group of all being the profes- 
sional and technical. Between 
1900 and 1950 blue-collar and 
service workers increased by 
less than 150 per cent; white- 
collar workers increased by 
about 300 per cent. 

These are matters of crucial 
significance for organized labor. 
While white-collar workers 
were increasing by 27 per cent 
during the 10-year period of ’50 
to ’60, blue-collar workers in- 
creased by only 4 per cent. 
Semi-skilled workers dropped 
by 5 per cent and the unskilled 
by 12 per cent. The white-col- 
lar now outnumbers the blue- 
collar group . . . it is more than 
double the blue-collar group 
presently organized. 

This change in the work force 
has not escaped the notice of 
union leaders. Practically every 
union convention in the past 
five years has stressed the prob- 
lem of organizing the white- 
collar work force, and it seems 
that these cries have become 
more anguished as the years go 
by. This should not be surpris- 
ing, since labor leaders recog- 
nize a decline in the relative 
and actual strength of organized 
groups as those who work for a 
living are more and more out- 
side union ranks. In a recent 
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speech Everett Kassalow, Re- 
search Director of the Industrial 
Union Department, AFL-CIO, 
said: 

“In the long run there can be 
no question that labor’s central 
social and political position as a 
power in modern society would 
be weakened if it remained an 
almost purely blue-collar force. 
Its very will and ability to play 
the part of spokesman would be 
modified in time if it underwent 
a serious relative decline in the 
industrial society.” 

A number of other industrial 
union department leaders have 
expressed similar concern. As 
this change in the work force 
continues, and there is no rea- 
son to believe it will reverse di- 
rection, the pressure will mount 
on organized labor to include the 
white-collar workers in the or- 
ganized group. As Kassalow 
says, from labor’s viewpoint it 
is essential to maintain labor’s 
social and political position. 

There are, then, two extreme- 
ly strong motivations for labor 
unions to press for organization 
in the white-collar area. First, 
here are new fields to conquer, 
more members, more dues, more 
staff, higher salaries for union 
officials, etc.—all the reasons 
that would motivate a typical 
businessman to expand his busi- 
ness by increasing sales in a new 
product area. Second, and far 
more important, is the growing 
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awareness on the part of many 
labor leaders that with the 
changes in the work force, a 
substantial number of the 
white-collar group must be or- 
ganized as a matter of survival. 

Now, what organizing activity 
has there actually been? The 
list of NLRB elections in white- 
collar units in 1960 reads like a 
labor union directory. The In- 
ternational Union of Office Em- 
ployees was at the head of the 
list, of course, with 26 elections, 
but the Teamsters shared the 
spotlight with the same number; 
Auto Workers—14, IBEW—10, 
and on down a list including the 
Steelworkers, IUE, Packing- 
house Workers, Rubber Work- 
ers, Machinists, Chemical 
Workers, Brewery Workers, 
Longshoremen, Utility Workers, 
even the Molders and Foundry 
Workers. This makes it clear 
that organization in the white- 
collar area is being carried on 
by any and all of the regular in- 
dustrial unions, as well as the 
unions to which primary juris- 
diction in the office field has 
been assigned. 

While there was a good deal 
of activity by these unions in 
white-collar organization in 
1960, the batting average in fa- 
vor of unionization was not too 
high. In NLRB elections in 
white-collar units, unions lost 
83 elections and won _ “78; 
through the latter a little over 
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3000 employees were added to 
the organized ranks. However, 
during the same period nearly 
8000 employees voted to end 
representation and_ collective 
bargaining through decertifica- 
tion elections. 

This review of the growth of 
the white-collar work force and 
of what appears to be the rela- 
tive lack of union success in or- 
ganizing it might lull us into 
complacency, but there is a his- 
torical precedent which should 
be remembered. Professor 
George Barnett of the American 
Economic Association said in 
1932: 

“American trade unionism is 
slowly being limited in influ- 
ence by changes which destroy 
the basis on which it is erected. 
It is probable that changes in 
the law have adversely affected 
unionism. Certainly the growth 
of large corporations has done 
so, but no one who carefully fol- 
lows the fortunes of individual 
unions can doubt that over and 
above these influences the rela- 
tive decline in the power of 
American trade unionism is due 
to occupational changes and to 
technological revolutions.” 

And he went on to say that he 

“Saw no reason to believe 
that American trade unionism 
will so revolutionize itself with- 
in a short period of time as to 
become in the next decade a 
more potent social influence 
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than it has been in the past dec- 
ade.” 

Shortly after, the labor move- 
ment solved its internal prob- 
lem of how to handle the then- 
unorganized industrial, non- 
craft workers by organizing the 
C.I.0. which led to the extreme- 
ly rapid organization of mass 
industrial -employed workers. 
Many thought, like Professor 
Barnett, that the labor move- 
ment would be limited to craft 
unions and could never solve 
the problem of industrial organ- 
ization, but they were wrong. 
The same thing may be true 
now in the white-collar area. 

What can we do to insure 
proper treatment of our white- 
collar employees so that they 
will not turn to collective bar- 
gaining as the medium of deal- 
ing with management? 

First, they should be paid 
properly for their work. Wages 
should be set at competitive lev- 
els. Salaries should be set at 
levels which make sense when 
compared to presently organ- 
ized occupations in the blue-col- 
lar area, and they should be re- 
viewed periodically and 
changed as the market changes. 

Second, the pay program 
should be orderly. It should 
provide adequate differentials 
for greater levels of job respon- 
sibility and a systematic method 
of movement. 

Third, supplementary benefits 
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(vacations, holidays, insurance 
programs, retirement plans, pre- 
mium pay, etc.) should be main- 
tained at a competitive level. 
Fourth, there should be effec- 
tive communication between 
management and employees on 
wage-salary levels and adminis- 
tration methods. If employees 
understand how the program 
was established, how it is ad- 
ministered and the reasons for 
changes, they will have confi- 
dence in it. Effective communi- 


is a potential candidate for pro- 
motion is given proper consid- 
eration. 

The intellectual level of the 
white-collar employee often 
leads him to ask himself: “What 
is my job accomplishing?” He 
wants to make an effective con- 
tribution to the business organ- 
ization, and must feel he is a 
real part of it. He is interested 
in the company’s profit position, 
in new facilities, new products. 
He is concerned about his status 


Management must design, properly administer com- 

petitive wage-salary and benefit programs, -and bring 

white collar employees into business organization if 

unionization is to be halted, says this noted labor re- 
lations expert. 


cation on the benefit program is 
also essential. With supplemen- 
tary benefits now costing any- 
where from 20 per cent to 30 
per cent of the wage-salary dol- 
lar, it makes good business sense 
to have employees know and 
appreciate this. 

Fifth, personnel policies 
should be committed to writing 
and communicated directly to 
employees with a firm state- 
ment by top management that 
these policies represent com- 
pany policy. 

Finally, there should be a 
sound promotion policy to in- 
sure that every employee who 
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in the eyes of his family, neigh- 
bors, friends and the commu- 
nity. He can achieve this sense 
of status by understanding the 
nature and objectives of the 
business organization, and his 
role in reaching those objectives. 

A sense of integration and 
leadership is needed to satisfy 
the needs of the white-collar 
employee. His basic question of 
“What is my job accomplish- 
ing?” can only be answered sat- 
isfactorily when he is convinced 
that he is performing a mean- 
ingful role in the business or- 
ganization, that he is an integral 
part of it. He will be motivated 
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to give his best effort by suc- 
cessful business leadership that 
is challenging and forceful. 

In summary, I am convinced 
that white-collar unionization 
will not advance significantly if 
management designs and prop- 


erly administers competitive 
wage-salary and benefit pro- 
grams, if it communicates those 
programs effectively, and if it 
integrates its white-collar em- 
ployees as real members of the 
business organization. 











a 











‘Believe me, Harry, if a machine ever replaces you, it will have to be a very 
simple machine.” 
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A supervisor’s guide to intelligent labor relations 





Act on Fact 


by James M. Black 


Phil Staples, president of the 
Local at a certain manufactur- 
ing plant, was discharged for 
changing the speeds and feeds 
on his lathe. Employees had 
been warned not to tamper with 
the speeds and feeds on their 
machines; in fact, a notice to 
this effect had been posted. Sta- 
ples disregarded instructions, 
and this led to his termination 
on the technical charge of in- 
subordination. Here is how it 
happened. 

During a union-management 
meeting Staples’ supervisor 
brought up the subject of the 
cycle time of lathes. After some 
discussion, it was set at 3:58. 
Two weeks later when Staples 
was working a bank of two ma- 
chines, it became apparent to 
his supervisor that the produc- 
tion rate on one lathe was much 
higher than could have been 
possible if the lathe were work- 
ing within the proper cycle 
time. He clocked the operation 
twice, and his check showed the 
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production run was down to 
2:71. 

Next day when Staples came 
to work he was asked to 
report to the Personnel Office. 
The supervisor was waiting for 
him. So was the Personnel 
Manager. The latter handed 
him a written statement which 
said that he had been deliber- 
ately insubordinate in violating 
written instructions regarding 
the cycle time and speeds and 
feeds of the machine which he 
operated, and therefore was 
fired. Immediately he filed a 
grievance, which was at last 
heard by an arbitrator. 


The Pros and Cons 


This is the gist of the com- 
pany’s arguments in defense of 
its action. 

“The discharge was proper. 
The employee violated specific 
instructions (both written and 
oral) against changing speeds 
and feeds on the automatic lathe 
on which he was working. The 
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evidence clearly proves manage- 
ment’s contention. Mr. Staples 
could not have produced the 
number of pieces credited to 
him unless he tampered with 
the time cycle. Staples’ super- 
visor checked the time cycle 
and the employee, when con- 
fronted with the proof, admitted 
having removed some “dogs” to 
permit more favorable produc- 
tion, and thus more favorable 
piece work earnings. 

“Under the contract the com- 
pany has the right to determine 
what method and equipment 
shall be used in the performance 
of an operation, and the speeds 
and feeds at which the machines 
are set. If an employee believes 
that speeds and feeds are not 
proper, he can seek remedy 
through the grievance proce- 
dure. This Staples refused to 
do. He took matters into his 
own hands, and under his meth- 
od of operation created a safety 
hazard and shortened the life 
of an expensive piece of machin- 
ery. His motive was clear—to 
increase his earnings unfairly. 

“Staples has a good record, 
but his offense is so serious that 
we concluded that discharge 
was justifiable. He was guilty 
of gross insubordination. His 
discharge should stand.” 

The union answered: “Staples 
did not change the speeds and 
feeds of his machine. The cycle 
time of a machine can_ be 
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changed without changing the 
speeds and feeds, such as air- 
cutting time, cushiontime. 
There are several other things 
that could have occurred to 
shorten the time cycle; for ex- 
ample, the “dogs” working 
themselves out of adjustment. 

“It is true that the company 
posted a notice against chang- 
ing speeds and feeds. But that 
warning said nothing about 
time cycles. Other employees 
have run machines out of proc- 
ess, and the only punishments 
they received were reprimands. 
The discharge of Staples was 
discriminatory. He is a consci- 
entious worker with 12 years’ 
seniority. He has never been 
warned or disciplined before 
this incident. The supervisor is 
taking advantage of the situa- 
tion to get rid of the union’s 
president, whom he doesn’t like. 
The grievant should be returned 
to his job with back pay.” 


Said the Arbitrator 


Said the arbitrator: “The con- 
tract specifically gives manage- 
ment the right to determine the 
method and equipment which 
shall be used in the performance 
of an operation and the speeds 
and feeds at which machines are 
set. Management also has the 
right to discipline an employee 
for just cause. Therefore, in 
considering this case I must first 
answer three questions: (1) 
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Was the grievant guilty of an 
act for which management has 
the right to impose discipline? 
(2) Was the penalty discrimina- 
tory? (3) Was the penalty too 
severe? 

“The evidence clearly points 
to the guilt of the employee. 
Consequently to the first ques- 
tion I must answer ‘Yes.’ 
Having determined that the em- 
ployee did tamper with his ma- 
chine, there can be no question 
but that his supervisor had the 
right and the duty to impose 
discipline, regardless of the fact 
that Staples is president of the 
union. His office doesn’t entitle 
him to ignore company rules. 

“Now I must ask myself, Was 
the punishment discriminatory 
or too severe? The union claims 
Staples was singled out for unu- 
sual punishment because of his 
office in that organization and 
because he had been very ag- 
gressive in its affairs. Possibly 
Staples’ aggressiveness may 
have gotten into the hair of his 
supervisor from time to time, 
but there is no evidence to in- 
dicate that the latter or his 
management had any feeling of 
animosity against him. More- 
over, the instances cited by the 
union as examples of manage- 
ment’s overlooking the offenses 
of other employees who worked 
their machines out of adjust- 
ment are in no way similar to 
the rule infraction committed 
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by the grievant. They are hon- 
est mistakes. So I cannot agree 
that the discipline imposed on 
the employee was discrimina- 
tory. 

“Was it too harsh? The griev- 
ant has been a faithful em- 
ployee for 12 years. He has an 
excellent record, one that is en- 
tirely free of disciplinary ac- 
tions against him. This was his 
first offense. In view of his rec- 
ord, should his company have 
given him greater consideration 
in fixing his punishment? I 
think so. While ordinarily the 
arbitrator should not substitute 
his judgment for that of the 
company when it has been 
proved that discipline is proper, 
the punishment in this case is 
so severe that it becomes unrea- 
sonable. The grievant should 
have been disciplined. In fact, 
he has already suffered a 35- 
day lay-off without pay. In my 
opinion the grievant should be 
returned to his job, but with no 
back pay. The award will be 
accordingly.” 


A Question of Judgment 


Staples went back to his job, 
and probably he learned his les- 
son. But a look at the facts will 
show you that the union based 
its defense on the allegation that 
Staples’ supervisor had picked 
on him because of his union of- 
fice. It is almost standard prac- 
tice for a union to resort to these 
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arguments whenever one of its 
officers has received punish- 
ment for breaking plant rules. 
However, this contention of the 
union made small impression on 
the arbitrator. He had un- 
doubtedly heard that song be- 
fore. The evidence showed that 
Staples was guilty as charged. 
There was not the slightest indi- 
cation that the supervisor dis- 
liked him or was “out to get 
him.” His offense was extreme- 
ly serious—so serious that the 
supervisor, or perhaps the Per- 
sonnel Manager, believed that 
it merited termination . . . de- 
spite the employee’s previously 
good record. When Staples 
changed the speeds and feeds 
on his lathe his motive was to 
increase his rate—unfairly: He 
committed his offense despite 
the fact that he had _ been 
warned not to, that he created 
a safety hazard and ran the risk 
of injuring valuable company 
property. If a breach of plant 
rules is sufficiently grave, it is 
certainly within the rights of a 
supervisor to recommend dis- 
charge (or to discharge if he has 
such authority) for the offender 
even if the latter has a clear 
record. 

When a breach of discipline 
has occurred a supervisor must 
weigh three facts before he 


makes his decision. They are: 
the seriousness of the act, the 
vigor with which management 
has enforced its rules in the 
past, and the record of the of- 
fender. The proper course of 
action is then a matter of judg- 
ment, and that’s always argu- 
able. 

The arbitrator in this case dis- 
agreed. He gave the grievant 
another chance because of a 
good record. An arbitrator is 
very likely to temper justice 
with mercy, particularly if he 
is listening to a case that in- 
volves the discharge of a long- 
service employee. However, on 
the basis of the information re- 
ported in this instance, the su- 
pervisor handled his responsi- 
bilities well. He was on top of 
his job. His quick detection of 
Staples’ offense proves he was 
carrying out his inspection du- 
ties. His evidence was solid. He 
clocked the operation twice to 
make sure of his facts. He con- 
sulted with his superior and 
probably the decision to fire 
Staples was made by the latter. 
If so, the degree of punishment 
for the offense was not the su- 
pervisor’s responsibility. Final- 
ly, the evidence of the super- 
visor stood the test of cross ex- 
amination at the hearing. 


This case appeared in the Labor Relations Reporter. It has been altered 
somewhat to illustrate certain principles of supervision. All names are 
fictitious. 
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MANAGEMENT BOOKSHELF 








Since the initiation of the special book purchase service, ex- 
clusive for NMA members, a number of selected volumes have 
been reviewed. Here is a quick review of all of them. They are 
all still available at the special member price which represents a 
20 per cent savings from the regular price. 


Principles of Management 
by Harold Koontz and Cyril O’Donnell 

A thorough treatment of all the basic functions of management 
and the body of principles that provide the basis for effective 


decision-making in performing those functions. Member price, 
$5.60. 


The Technique of Delegating 
by Donald C. Laird and Eleanor C. Laird 

Here is an outstanding contribution by a team of psychologists 
who specialize in applying basic psychological principles to spe- 
cific management problems and functions. Member price, $3.20. 
The Uncommon Man 
by Crawford H. Greenewalt 

Greenewalt himself is quite an uncommon individual. Board 
chairman of one of the world’s largest industrial enterprises, he 
displays a perceptive mind in this keen analysis of individualism 


and conformity in our highly organized society. Member price, 
$3.20. 


The Human Side of Enterprise 
by Douglas McGregor 


An interesting and penetrating analysis of present concepts of 
management. McGregor examines classical management theory 
and finds it is based upon some assumptions of human behavior 
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which, he says, are not entirely valid. He develops a counterpart 
to present theory which assumes a different concept of the nature 
of authority and resultant human behavior. Member price, $3.95. 


Probability and Statistics for Business Decisions 
by Robert Schlaifer 

An important contribution to the field of decision-making 
under conditions of uncertainty. Many experts in the field feel 
this is the most satisfactory treatment of the topic available so 
far. Good both for the specialist and the manager. Member price, 
$9.20. 


The Great Organizers 
by Ernest Dale 

One of the most refreshing and fascinating books in manage- 
ment literature to come along for some time. The management 
function is analyzed by looking at the personal philosophies and 
methods of several titans of industry in the last two or three dec- 
ades. Reads more like a novel than a textbook or technical trea- 
tise. Member price, $4.75. 


Work Sampling 
by Robert E. Heiland and Wallace J. Richardson 

A useful “tool” book which presents a practical method for 
measuring and analyzing non-repetitive functions. Shows how to 
use Statistical inference based upon probability theory in hard-to- 
measure types of activities. Member price, $4.80. 


Staff in Organization 
by Ernest Dale and Lyndall F. Urwick 

A timely and important book. by two well-known authors who 
have already made some of the best contributions to the staff-line 
relations problem. Examines the nature of the staff function: Its 
origins, theoretical basis, and the various approaches to defining 
authority relationships with line executives. Member price, $4.80. 


Human Relations in Business 
by Keith Davis 

A most satisfactory treatment of a subject which has been often 
abused by writers and pseudo-experts whose reach has tended 
to over-extend their grasp. The author obviously has reviewed 
the research thoroughly and selected relevant data judiciously. 
Member price, $6.00. 
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Leadership and Organization 

by Robert Tannenbaum, Irving R. Weschler, and Fred Massarik 
This book is a comprehensive view of the past ten years of effort 

of the UCLA Human Relations Group dealing with theory con- 

struction, research, and practice with specific reference to leader- 

ship and organization. Member price, $6.00. 


Supervisors in Action 
by Joseph J. Famularo 

With a view toward giving the supervisor in business and indus- 
try a greater understanding of himself, his job, and the people with 
whom he must deal, this book is designed to help him fulfill the 
major as well as the subtler needs that will lead to doing a better 
job. Member price, $3.80. 


Top Management Handbook 

A far reaching book which includes selections from 60 top 
managers from both large and small companies to provide a 
broad and experienced-based reference on the field of management. 
Member price, $14.00. 





«« ORDER FORM 


The National Management Association 
333 W. First Street 
Dayton 2, Ohio 





Please send me __________. copy(ies) of book(s) reviewed in Man- 
agement Bookshelf at the special NMA discount price. 








| 





Name 








= Number and Street 








City ; Zone State 
Member of Club. 


If individual member, check here 
CHECK OR MONEY ORDER MUST ACCOMPANY YOUR ORDER. 
This plan is made possible by saving certain costs such as billing. 














SEPTEMBER 1961 51 





Special Management Report 








Avoid Unnecessary 





Communications 


Executive 
Inc., a firm which specializes in 
the study of meetings, feels that 
all too many conferences and 
managers’ meetings are “a ter- 
rific waste of executive time.” 


Some business meetings, the 
firm believes, shouldn’t be held. 

The reasons why many busi- 
ness meetings are ineffective 
are: 

1. The objectives of the meet- 
ings can’t be accomplished by 
the meeting process. 

2. A number of companies 
have no criteria by which an 
executive could decide if a 
meeting was justified. 

3. There isn’t sufficient prepa- 
ration beforehand, and _ the 
meetings just turn into “bull 
sessions” developing into dis- 
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Conterences 


by Alfred K. Allan 


cussions of inconclusive gener- 
alities. 

4. Too many meetings are 
held on schedule, either weekly 
or monthly, rather than when 
there is actually a need for 
them. 

“Most people sense that a 
meeting is a delicate mechan- 
ism, but just what it can and 
cannot do is a gray area in the 
minds of most executives,” the 
company holds. “But the tend- 
ency to use the meeting as an 
administrative tool is growing, 
to the concern of more than a 
few companies who realize that 
group deliberations, while pro- 
viding some measure of safety 
to individuals, may not be the 
most effective way of stimulat- 
ing initiative. 

MANAGE 


meetings are waste 
of manager's time, 


“Decision making and creativ- 
ity are functions of the individ- 
ual,” the company is convinced. 
“To use a group mechanism to 
accomplish these ends stifles 
creativity and often results in a 
delay in decision-making or in 
decisions that are really not de- 
cisions at all but compromises. 

“It is almost universal that 
companies underestimate the 
meeting concept first in the 
need for preparation and sec- 
ond in potential. One organiza- 
tion began to insist on better 
preparation for meetings, with 
the result that it was able to 
reduce the number by 25 per 
cent from the previous year. 
Better preparation tended to 
make the meetings unnecessary 
and participants came to the 
meetings with their ‘homework’ 
done. 

“One really sound and effec- 
tive meeting can obviate the 
need for additional meetings. 
Meetings often proliferate by 
the process of being inconclu- 
sive and thus requiring more 
meetings. 
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“The ‘scheduled’ meeting rep- 
resents a time-honored device. 
Such meetings present a chal- 
lenge. Since they fall into a 
routine they must be led skill- 
fully and flexibly. Agenda 
have to be imaginatively ar- 
ranged and even drastically re- 
vised from time to time to avoid 
monotony. Things worth talk- 
ing about do not happen ‘on 
schedule’ and this is the essen- 
tial ingredient in any meeting, 
this plus participants qualified 
to do the talking.” 


Tough-Minded Managers 


S. D. Astor, a business man- 
agement consultant, believes 
that: “It is not necessary to 
channel primary (employee re- 
lations) efforts in the direction 
of employee happiness.” Rather, 
Mr. Astor believes that the key 
to higher worker productivity 
can be provided by the chal- 
lenge of a fair but tough-minded 
manager. “A tough boss is a 
very well respected man, pro- 
vided, of course, that his own 
intelligence and integrity meas- 
ure up to his demands,” Mr. 
Astor is convinced. 

One of the most frequent rea- 
sons for lower productivity, Mr. 
Astor says, is laxness or softness 
on the part of management peo- 
ple who feel that they cannot 
be too demanding of their em- 
ployees. This attitude, Mr. Astor 
believes, leads to spoiled and 
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unchallenged employees. 
“Tough controls and rigid en- 
forcement are the keys to profit- 
able management,” Mr. Astor 
concludes. 


Supports Coffee-Breaks 


Dr. Jean S. Felton, professor 
of occupational health at the 
University of California School 
of Public Health, heartily en- 
dorses industry’s coffee break, 
and considers it an ideal way to 
bolster employee relations. 

“Probably the greatest value 
of the coffee break,” Dr. Felton 
believes, is the opportunity, par- 
ticularly to those in repetitive 
work, to cease their labors peri- 
odically and establish or devel- 
op further relationships with co- 
workers.” 

“Whether welders are on a 
smoke break at the coffee dis- 
penser or typists at the snack 
bar, there are values in these 
groupings,” Dr. Felton says. 
“Experiences are exchanged and 
tensions loosened. Plans are 
made for joint activities and 
low-level counseling executed.” 


Automation Makes Jobs 


Additional employment, rath- 
er than lay-offs, has been the 
result of increased automation 
in the packaging industry, por- 
tending similar results for other 
industries. 

Russell L. Sears, executive di- 
rector of the Packaging Machin- 
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ery Manufacturing Institute 
says: “Today’s supermarket 
shelves could never be filled if 
the items on them had to be 
packaged by hand. Today, more 
items can be packaged in a 
shorter time than ever before, 
but we still use the same num- 
ber of people in the processes 
and sometimes more.” New con- 
cepts in the industry, including 
tamper-proof packages, have ac- 
tually created new jobs by es- 
tablishing the necessity for hav- 
ing inspectors for the machin- 
ery. 


Exercise Break 

Dr. Herman Hellerstein, pro- 
fessor of medicine at Western 
Reserve, adds a new wrinkle to 
the employee break vogue by 
calling for the introduction of 
“the exercise break.” 

Such breaks, Dr. Hellerstein 
feels, “may be needed to keep 
workers physically fit.” 

Dr. Hellerstein suggests a 
brisk 15-minute walk to and 
from the coffee dispenser to off- 
set the low-energy requirements 
that are characteristic of a good 
many jobs today. 


A Labor-Management Duet 


Labor and management in 
East Haddam, Conn., are really 
in tune. Recently business and 
labor in this community pitched 
in to help restore the famed 
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Goodspeed Opera House as a 
cultural center for the town. 
They had a “plaster ripping” 
party to remove old plaster and 
lath from the walls and ceilings 
of the 19th century opera house. 

The unions provided the 
wrecking bars, wheelbarrows 
and trucks to haul away the 
plaster, and a veritable army of 
workers labored on their own 
time to do the work. Local man- 
agement did its share by donat- 


ing food and refreshments and 
by working side by side with 
the union people in the actual 
restoration work. “The job was 
equal to a contribution of $5,- 
000,” a spokesman for the Good- 
speed Opera House Foundation 
said. New pipes and wires will 
be installed and the opera house 
will be restored to its exact 
original condition, thanks to the 
public spirit of local labor and 
management. 
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“It sure must have been a busy day . . . 
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There 
A 


Fortune 


There is a man in California 
who is making a good deal of 
money twitting the noses of big 
companies. 

Norman L. Cotton, owner of 
Addressing Machine Company 
of California has as competitors 
some of the largest companies 
in America, but by having faith 
in his ideas—and by sticking to 
it—Cotton is on his way to es- 
tablishing his company as one 
of the leaders in the field of ad- 
dressing supplies and machin- 
ery. 

Pennsylvania-born Cotton 
started working while in high 
school. Salary: $5 a week. 

After graduation from New 
Castle High School, Cotton 
worked in Ohio at Cleveland 
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NORMAN L. COTTON 





In Your Idea? 


Hotel where he saw his first ad- 
dressing machine. Always me- 
chanically inclined, Cotton was 
fascinated by it. Four years 
later, he went to work for Ad- 
dressograph-Multigraph Corpor- 
ation. 

He stayed with the company 
for 12 years—with four years 
out for the Air Force during 
World War II. 

After separation from the 
service, Cotton, like so many 
other young men, headed West. 

California went through a 
great boom during the war and 
Cotton felt that this thriving, 
exciting state, could offer more 
to him. 

He worked for various adver- 
tising agencies in San Francisco 
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and, for a few months, went 
back to Addressograph. 

But the war had changed Cot- 
ton. 

He was brimful of new ideas 
that he wanted to try. His em- 
ployers were from the “tried 
and true” school. “It was good 
enough 15 or 20 years ago,” they 
said, in effect, “And it should be 
good enough now.” 

In 1948, Cotton—after talking 
it over with his wife—decided 
to “go it alone.” 

Turning his garage into his 
first factory, warehouse, ship- 
ping department and office, Cot- 
ton began buying used Address- 
ograph machines, repairing 
them, and selling them for a 
profit. 

For two years, Cotton used his 
garage in Menlo Park, Calif. 
Then, in 1950, he opened a small 
office in San Francisco. 

As he made the rounds of his 
customers, Cotton noticed some 
strange complaints cropping up. 








They didn’t concern the qual- 
ity of the machines or supplies, 
but rather, things the customers 
needed but couldn’t buy because 
they were just not being manu- 
factured by anyone. 

Cotton got to thinking. In ad- 
dition to the reconditioning of 
machines, he decided to “take a 
chance” and put some of his 
ideas to work on a new product. 

The result was known as 
“Quik-Kards.” Basically, Quik- 
Kards are paper index cards 
which are inserted into Ad- 
dressograph frames. Since they 
are manufactured in perforated, 
continuous form, they eliminate 
the problem of handling which 
is found with the old-type, small 
individual cards, so often 
“chopped to size” in old-fash- 
ioned paper cutters. 

The production of Quik-Kards 
may not rate as one of the great 
inventions made in America, 
but they did fill a need. Now 
they are selling in millions. 


What should you do with a good money-making idea? 


Show it to a big manufacturer? An emphatic “No!” 


comes from one corner. Norman L. Cotton, owner of 


the Addressing Machine Company of California, says: 


“If your idea is good, don’t try to sell it to a big com- 


pany ...go out and do it yourself!’ That's what Cotton 
did—and it paid off. 











On the heels of Quik-Kards 
came the “Quik-Stripper,” a 
hand tool to help take old plates 
and cards out of Addressograph 
frames. This, too, was quickly 
accepted—Cotton now sells 
thousands of them. 

Product after new product 
started flowing from Addressing 
Machine Company of California. 
And they haven’t stopped yet! 

Cotton now has a new ad- 
dressing machine in the proto- 
type stage. He says, not without 
a little pride: “Wait until the 
big corporations see this one. 
They'll be scurrying around to 
make some improvements of 
their own—I can assure you of 
that.” 


Why is Norman L. Cotton a 
success? It’s not easy to point to 
any one thing. Many people 
have tried to buck the giant cor- 
porations before and they have 
failed. 

If anything, Cotton’s success 
can be attributed to a belief in 
ideas. 

“Many people have great 
ideas and then they sit on them 
and talk, talk, talk. Others will 
get an idea and go dashing off 
to some giant corporation and 
offer it to them. When it is 
turned down, the fellow forgets 
about it.” 

What should you do? 

“Get off the seat of your pants 
and work at your idea! Don’t 
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talk it to death. Don’t discuss it 
with relatives and_ friends. 
Don’t say: ‘Gee, someday, I'd 
like to try this.’ Do something 
about it now!” 

“When I started in Menlo 
Park, my wife and child had a 
pretty tough time of it. But we 
stuck to it. I don’t think we de- 
serve any special ‘pat on the 
back.’ Lots of people have 
worked hard for what they be- 
lieved in. And, if you are will- 
ing to put that little extra some- 
thing into it—don’t worry—it 
will pay off.” 

Now the father of a boy and 
girl, Charles and Lois, Cotton is 
still working hard—but he takes 
time to be with his family. 

“The purpose of working hard 
is not to get a lot of money in 
the bank and say ‘What a big 
shot I am.’ It is to get your idea 
accomplished and successful— 
and to make life or work a little 
easier for people.” 

Cotton has a large group of 
people working with him now. 
But at a moment’s notice he is 
ready and willing to let any of 
them go on to bigger and better 
things. 

“If anyone comes to me with 
a great idea, the first thing I ask 
is ‘What are you going to do 
about it?’ I want him to realize 
the joy of putting his own ideas 
to work—and watching those 
ideas succeed.” 
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Computers Aid Management 
—‘“Models” of business organi- 
zations—b uilt by computers 
and fed hypothetical questions 
in electronic form—will be- 
come increasingly important 
decision-making aids for mod- 
ern management, according to 
an executive of International 
Business Machines Corporation. 

The technique, known as 
simulation, is outlined as one 
of the major growth areas for 
computers by William W. Sim- 
mons, manager of marketing 
plans for IBM’s Data Process- 
ing Division. 

“Simulation can be defined 
as the science of mathemati- 
cally building a model of a bus- 
iness with a computer, and then 
feeding hypothetical situations 
into this model to observe the 
effects of various actions on the 
business as a whole,” Simmons 
said. 

Using simulation techniques, 
a business can test many differ- 
ent approaches to a complex 
problem and select what ap- 
pears to be the best one. The 
element of risk is partly elim- 
inated from management’s de- 
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cision-making functions, and 
the business is run at highest 
efficiency. 


Astronauts All—A startling 
new “space” motion picture 
process has been developed by 
Cinerama, Inc., in cooperation 
with the Boeing Airplane Com- 
pany and the United States 
Government for use at the Cen- 
tury 21 World Fair in Seattle 
next year. 

The unique system, an- 
nounced by William M. Allen, 
president of Boeing, and Nich- 
olas Reisini, Cinerama presi- 
dent, employs a single lens to 
create an audience viewing 
area of 360 degrees horizontally 
and 160 degrees vertically. The 
audience actually is enveloped 
in a picture surrounding it on 
all sides and above. 

The lens will be employed 
for the first time in a “Space- 
arium” at the World Fair which 
opens in April, 1962. The 
United States Government is 
constructing a science pavilion 
at a cost of more than $3 
million, one area of which will 
consist of a million-dollar domed 
theater where the space film 
will be shown. 

Persons viewing the film, 
which is sponsored by Boeing, 
will be taken on a spectacular 
simulated flight through space, 
away from the earth and past 
the moon, sun and Saturn, 
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passing through the rings of the 
latter planet and exploring re- 
mote galaxies before returning 
to earth. 


Space Age Filing—A new ma- 
chine which can automatically 
search a 32,000-page file and 
present desired information in 
less time than it takes to drink 
a cup of coffee has been devel- 
oped by FMA, Inc. 

Called FileSearch, the ma- 
chine combines new advances 
in optical and electronic tech- 
niques and is able to retrieve 
stored information from micro- 
filmed files at the fastest rate 
yet known. 

Because the system stores 
32,000 standard-sized magazine 
pages on a single reel of micro- 
film, FileSearch can accommo- 
date over 1,600,000 pages of in- 
formation—enough to crowd 40 
four-drawer file cabinets—in a 
single file cabinet. When infor- 
mation is desired, the machine 
automatically searches the mi- 
crofilm reels at the rate of 6400 
pages a minute, making copies 
of the requested material. 

With FileSearch, a researcher 
can locate in a few minutes all 
the data on a specific subject 
from an accumulation of thou- 
sands of pages of reports or 
documents. In an average 
working day he can obtain se- 
lected data from over three 
million pages on file. 


Project HOPE Names Rom- 
ney—Two leading American 
businessmen, one an industrial- 
ist, the other a magazine pub- 
lisher, have been named co- 
chairmen of the 1961 Commerce 
and Industry Committee of 
Project HOPE, which sponsors 
the American medical teaching 
and training vessel, the SS 
HOPE, now in Indonesia. 


George Romney, president of 





SVELTE CONTOURS—Shape of things 
to come is formed by flowing spirals 
of new “contour cable,” developed by 
Hughes Aircraft Company to replace 
the bulkier round wiring in missiles. 
Shirley Grady examines fiat metal 


strips imbedded in plastic ribbon, 
which save almost half the weight of 
conventional cable and will make 
missile waistlines svelte instead of 
swell. 
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American Motors Corporation, 
and a former recipient of the 
National Management Associa- 
tion’s “Management Man of the 
Year” award, and C. D. Jack- 
son, publisher of LIFE maga- 
zine, will spearhead the fund- 
raising activities for Project 
HOPE throughout the Ameri- 
can industrial, business and 
commercial community during 
1961. The 1961 goal for the 
commerce and industry drive is 
$1 million. 

In a joint statement the co- 
chairmen said: “American bus- 
iness and industry played a 
proud part in the launching of 
Project HOPE. Now we are 
seeking financial support from 
the business community that 
will permit the dedicated 
American doctors, nurses, den- 
tists, pharmacists and medical 
technicians aboard the SS 
HOPE to carry on their human- 
itarian work. Project HOPE 
and its vessel are proof of the 
regard the American people 
have for individuals less fortu- 
nate than themselves—it is 


non-governmental and non- 
profit, a true people-to-people 
effort.” 

In its first six months of op- 
eration the SS HOPE has had 
outstanding success in working 
with Indonesian medical peo- 
ple. Aside from the most im- 
portant work—the 800 classes 
and lectures, the 600 major op- 
erations, the 16,000 patients— 
the HOPE ship has attracted 
30,000 visitors in its nine Indo- 
nesian stops. 

Both Project HOPE and the 
SS HOPE are part of the parent 
organization, The People-to- 
People Health Foundation, Inc., 
a non-profit medical organiza- 
tion. Object of the work is to 
help train medical people of 
other nations in more up-to- 
date techniques in medical 
practice. Dr. Walsh is president 
of the foundation, located at 
1818 M Street, N.W., Washing- 
ton 6, D. C. Chairman of the 
Board of Directors is L. F. Mc- 
Collum, President of Continen- 
tal Oil Company. 





Helicopter Subs as Sky Hook 


The helicopter has proved that it can speed the erection of steel 
towers for high voltage electric power transmission lines, accord- 
ing to a utility company. The experiments were conducted in 
Virginia. The helicopter hauled pre-assembled portions of the 
towers and lowered them into position. The actual saving of con- 
siderable time was clearly demonstrated as a result of the test. 
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Eye on Washington 





by Michael S. Roberts 


GRA ot AAR EO OLE 
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WAR BUILDUP TO CHANGE AMERICA 


The country is moving into the first major war- 
preparedness build-up program ever undertaken in 
peacetime. Results will be a production boom but 
with little expansion of profits or wage rates; 
higher taxes, and increasing government management 
of private business. 

President Kennedy's use of the Berlin crisis to 
order the build-up and win strong backing in Con- 
gress and among voters will have a far-reaching 
impact on the political structure of our country. 

In the past, similar major military build-ups 
have come only after war was declared somewhere in 
the world between our allies and a foreign power. 
After hostilities died down, the U.S. military ma- 
chine was slowly reduced. Each time, what was 
considered "normal" maintenance was higher than be- 
fore, but emphasis has been reduction. 

The President was determined when he took of- 
fice to play international power politics much as 
the Kennedy family plays touch football—a fast, 
brash exercise, with skill measured by the ability 
to move in unexpected ways at unexpected times. But 
he quickly found out that the U.S. was geared to a 
deliberate, power-play game. We have plenty of 
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strength for a major war, little for the in-and-out 
problems presented by Cuba and Laos. He is deter- 
mined to build a fast, light t backfield into our mil- 
itary team, along with beefing up our heavier "line" 


power. 








PRODUCTION SPEEDUP 


First result of the new military beef-up will 
be a strong surge in production, with a resulting 
increase in jobs, overtime, and a reduction in un- 
employment. Congress has provided the President 
with an extra $3.5 billion to buy guns, tanks, mis- 
siles, ships, planes, blankets, and all the rest. 

As this new surge of government orders takes 
hold, personal income will take a quick spurt. 
Increased retail trade will quickly follow as sales 
of new cars, appliances, and other consumer goods 
feel the impact of higher incomes. 

Some of the added defense funds will show up 
this fall, and the rest and largest part next 
spring. For the next 12 months, defense spending 
will total a a little over $46 billion (compared with 
$43.3 billion in the 12 months just ended.) For 
future years, the “total will be $50 billion or 
higher. 

There'll be one hitch in the new mobilization 
economy for workers—the extra boom will be in the 
skilled and automated fields. Emphasis on skilled 
workers will be further heightened. 















































MORE GOVERNMENT MEDDLING 


Nature of the new boom, based as it will be on 
government orders, will have a damaging side effect 
on the free enterprise system—increased government 
interference in management. 

Tue President, by pegging his entire program 
now on a war emergency, will nave little trouble in 
putting many of his Administration's left-leaning 
pulsLosopnies into practice. The government will 
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step into major labor-management negotiations early 
and forcefully now. Bureaucrats will demand quick 
settlements, with limited wage increases, and a 
quick end to strikes. There'll be no hesitation to 
use the Taft-Hartley injunction process in strikes 
in major industries. 

By the same token, however, the government is 
going to take a firm stand on industrial price 
increases. It will use every method short of actual 
price controls to block boosts in prices, particu- 
larly in industrial raw materials. The steel 
industry will probably feel this bite first. 

In addition, the Kennedy Administration has 
made it clear that it will keep close watch over 
government contracting practices. The Justice De- 
partment, under the President's brother Robert, will 
be quick to stomp hard on anything that smacks of 
identical bidding or questionable industry-wide 
pricing. Waste in Defense Department buying will 
bring quick punishment, military buyers have been 
told. Behind all of this is a concerted drive 


























to limit the profit ratio on government business. 





INFLATION BATTLE WILL HURT 


With this new surge of production and buying 
comes the danger of serious inflation. The Adminis- 
tration is ready to battle this—but at a cost to 
all of us. Three major methods of keeping the 
dollar from further deterioration are being readied 
in view of the prospect of a budget deficit of about 
$7 billion this year: Tight money, higher taxes, and 
direct price and wage controls. 

Direct control powers will be asked of Con- 
gress, but probably not approved. Of course, ina 
hot war, the President would simply put them into 
effect under his special powers. 

Higher taxes, imposed indirectly through loop- 
hole closing moves, tighter deduction policies, 
and spreading taxes to now-exempt income, are the 
most likely moves. This will come next year. 
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Along with this will come tighter money poli- 
cies to make borrowing a little harder and more 
expensive. This will come later this year or 
early next year. 

Management will find another problem arising 
out of the new military buildup—loss of some work- 
ers. The military immediately will begin calling up 
young, single men—about 250,000 under 27 years old. 
Many reservists among company employees, particular- 
ly those with special skills, will find themselves 
back in uniform. This will present a manpower and 
training problem for management. 




















MANAGEMENT EYED 


One outgrowth of the Kennedy Administration's 
get-tough attitude toward businessmen, which he will 
back up with the military crisis, is a new determi- 
nation to make individuals responsible for corporate 
actions. 

From now on, management, at all levels, will be 
held responsible for the actions of their companies. 
This is particularly true in antitrust fields, but 
will also be spread to pricing, labor-management 
problems, and other fields as well. 

Chief architect of the new drive to make man- 

agement of firms publicly, civilly, and even 
criminally liable for company misdeeds is Attorney 
General Robert Kennedy. It's an outgrowth of the 
price-fixing scandals in the electrical industry. 
In antitrust cases, it'll be top management who'll 
take the blame. In false advertising and similar 
situations, top management, advertising and sales 
executives, and others will feel the sting. 

But in some labor and other lower echelon 


cases, the drive for what is now called "responsi- 
bility" and "statesmanship" in business may well 
sift down to supervisors and foremen in some 
instances. 

At the same time, the Administration with 


strong backing in Congress intends to beef up the 
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entire antitrust law structure as it applies to 
individuals. 

Sen. Estes Kefauver, D., Tenn., business-prob- 
ing chairman of the Senate Antitrust subcommittee, 
has already introduced bills which would: 

Give Justice Department right to publicize all 
industrial bids received by the government from 
industry; make identical bids automatic evidence of 
collusion in violation of the antitrust laws; give 
courts the right to bar from office any company 
official convicted of violating the antitrust laws; 
increase maximum fines for antitrust law violations 
from $50,000 to $100,000, and set a minimum jail 
sentence of from three to six months. 

Management at all levels is going to have to 
keep a closer eye on Washington ~ in the months | and 


years ahead. 


NMA Club Anniversaries 


SEPTEMBER 
5 Years: C.F.Church Management Club .. Holyoke, Mass. 
McCullough Industries Manage- 

















ment Club ........ ......... Birmingham, Ala. 
RCS Management Club mee Chicago, Il. 
Lockheed Missiles Management 

Club an Lccssssees Wan Nuys, Calif. 

10 Years: Buffalo Westinghouse Foremen’s 

BGROCTREIOR, TIBG. . ...........00<00s000000. Buffalo, N. Y. 
Christy Parks Works Manage- 

ment Club . EOS McKeesport, Pa. 
General Dynamics Pomona Man- 

agement Club . csssseseeseess -Pomona, Calif. 
Lockheed Management ( Club of 

| eens sss: Marietta, Ga. 


15 Years: Steel Age Management Club ......Corry, Pa. 
Buckeye Foremen’s Club ..............Findlay, Ohio 
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“Selling rémenica ; 


To One Million Americans 





That’s the challenge that many NMA Man- 
agement Clubs have accepted and are now 
busily engaged in bringing this important 
story to citizens in many communities 
throughout our nation. 


They are to be congratulated for their dedi- 
cation to the cause of free enterprise, but 
many more clubs must become actively in- 
volved to reach our goal. 


Available from National Headquarters are 
the complete materials for presenting the 
program. Each presentation includes the fol- 
lowing: 

Script. Provides a complete narrative and 
detailed instructions on how the three sub- 
jects should be presented. 


Slides. Each major point in the script is 
illustrated by effective slides to be used on 
a vuegraph. 

Handouts. Attractive eight-page booklets 
summarizing each program are used as hand- 
outs following the presentation. 


NMA clubs should consider the purchase 
of the program as an investment in the 
community. It can be used over and over. 
It is a civic project that will contribute to 
the nation, community and bring personal 
recognition to the management club. 








To Make Our 
38th Annual Convention 


The Best in NMA History 


October 25, 26, 27 
Sherman Hotel 


Chicago, Illinois 








